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The General Motors-United  Auto Workers s e t t l e m e n t  o f  1948 f o r ­
warded a s u b t l e  r e v o l u t i o n  in  American c a p i t a l i s m  a l r e a d y  begun by 
g r e a t e r  i n d u s t r i a l  c o n c e n t r a t i o n ,  government r e g u l a t i o n  and c o r p o r a t e  
managerial  guidance .  The t h r e e  concep ts  th e  agreement p o p u la r i z e d  
were wage e s c a l a t i o n ,  p r o d u c t i v i t y  f a c t o r i n g  and lo n g e r  term b a r g a i n ­
ing .  Wage e s c a l a t i o n  meant workers gained  au tom at ic  i n c r e a s e s  o r  de­
c r e a s e s  in wages as l i v i n g  c o s t s  rose  o r  f e l l .  The U. S. Government 's  
Bureau o f  Labor S t a t i s t i c s  provided  th e  Consumer P r i c e  Index t o  reco rd  
th e  ups and downs o f  a t y p i c a l  U. S. consumer ' s  marke t  b a s k e t .  Pro­
d u c t i v i t y  f a c t o r i n g  recognized  t h a t  workers deserved  r e g u l a r  p e r ce n tag e  
wage in c r e a s e s  because  they  added to  American p r o d u c t i v i t y .  Such i n ­
c r e a s e s  came r e g a r d l e s s  o f  c o s t  o f  l i v i n g  changes .  The c o n t r a c t  based 
p r o d u c t i v i t y  p e rce n tag es  on an h i s t o r i c a l  y e a r l y  average  i n c r e a s e  in 
ou tp u t  per  man hour in U. S. manufac tu r ing  i n d u s t r i e s .
Because w orke r s '  incomes kep t  up with  th e  c o s t  o f  l i v i n g  and 
workers  r e c e iv e d  dependable wage i n c r e a s e s ,  GM management assumed t h a t  
s t r i k e s  and n e g o t i a t i o n s  need n o t  be as f r e q u e n t .  Both GM and t h e  UAW 
could devote  themselves  to  o t h e r  m a t t e r s .  America cou ld  aga in  p ro s p e r .  
Co lor fu l  a u tom ob i le s ,  from t h e  bu lbous  to  the  s t r e a m l in e d  cou ld  f u l f i l l  
dreams long d e f e r r e d  in  d ep re s s io n  and world war y e a r s .  The GM-UAW 
s e t t l e m e n t  o f  1948 a l s o  s t r u c k  a ba lan ce  among l a b o r ,  management and 
government.  These t h r e e  p a r t i e s  huddled f o r  s e c u r i t y  in  a s o c i e t y  which
iv
Communism d i s q u i e t e d ,  and American c a p i t a l i s m  would never  be th e  same. 
The c o n t r a c t  a s s u re d  Big Labor and Big B u s in e s s ,  the reby  s u p p o r t in g  
c o l l e c t i v e  w h i le  l e s s e n i n g  in d iv id u a l  e f f o r t  in  s o c i e t y .  Both p a r t i e s  
e n l i s t e d  a government agency f o r  a permanent  r o l e  in wage d e te rm in a ­
t i o n .  The economy's  e f f e c t  on th e  w orke r ,  r a t h e r  than union muscle-  
power o r  laws o f  l a b o r  s u p p ly ,  i n f l u e n c e d  wages.
My f a t h e r ,  t h e  l a t e  Thomas E. Groehn, GM News R e l a t i o n s  D irec­
t o r ,  o f t e n  spoke o f  spending h i s  r e t i r e m e n t  y e a r s  w r i t i n g  about  " t h a t  
c h a r a c t e r ,  'C. E . ' W i l son ,"  c r e d i t e d  w i th  o r i g i n a t i n g  the  1948 c o n t r a c t  
concep ts .  I d e d i c a t e  t h i s  to  dad ,  who loved h i s  work,  and mom, who 
loved e v e ry th in g  about  him.
I a l s o  d e d i c a t e  i t  to  my husband,  A de l ,  who having f i n i s h e d  a 
d o c t o r a t e  in pe t ro leum e n g i n e e r i n g ,  unders tood  and p a t i e n t l y  accep ted  
the  time I needed to  spend t r a v e l l i n g ,  r e s e a r c h i n g  and w r i t i n g  t h i s .
My thanks  to  my b r o t h e r - i n - l a w ,  Osama E l - M e s s id i ,  f o r  accomodations 
and pool c o n t e s t s  w h i le  I worked in Norman, Oklahoma, and my c o u s in ,  
E l i z a b e th  Haarz P e t e r s e n ,  who he lped  me r e s e a r c h  and r e - o r d e r  the  ca rd  
c a t a lo g  drawer  I d ropped .  Without the  generous  he lp  o f  Mr. Andrew 
Court  o f  D e t r o i t ,  Michigan ,  t h i s  p r o j e c t  would never  have been as much 
fun ,  nor  as tho rough ,  and I d e d i c a t e  t h i s  t o  him, a l s o .  He gave me 
h i s  t im e ,  i n t e r e s t  and s p e c ia l  g en iu s .  I am a l s o  g r a t e f u l  f o r  the  en ­
couragement given me by Mrs. Carolyn Swan o f  Oklahoma C i t y ,  Oklahoma.
Dr. H. Wayne Morgan, my a d v i s e r ,  sha red  h i s  knowledge o f  e d i t i n g  
and au th o r in g  f i f t e e n  o f  h i s  own works and r e tu r n e d  c o r r e c t e d  m a te r i a l  
promptly w i th  c o g e n t ,  s t r a i g h t f o r w a r d  c r i t i c i s m .  I thank him f o r  h i s  
p r o f e s s io n a l i s m .  I a p p r e c i a t e  t h e  adv ice  and su p p o r t  given me by
V
o t h e r  committee members; Dr. David Levy,  Dr. A r r e l l  Gibson and Dr. 
Norman C r o c k e t t .  Dr. Sidney Brown a l so  n o u r i s h e d  my e f f o r t s  w i th  h is  
i n t e r e s t .
A le x i s  Rodgers and Jo Gil o f  th e  U n i v e r s i t y  o f  Oklahoma's His ­
to r y  Depar tm ent,  saw me through  th e  traumas o f  g ra d u a t e  school and the  
f o r m a l i t i e s ,  f i n e  p o in t s  and ty p in g  s k i l l s  r e q u i r e d  in  t h i s  work. They 
m e r i t  d e e p e s t  g r a t i t u d e .
Severa l  h e lp in g  hands and r e s e a r c h  c e n t e r s  f a c i l i t a t e d  t h i s  
s tu d y .  Mr. George M orr is ,  GM Vice P r e s i d e n t ,  I n d u s t r i a l  R e la t io n s  
S t a f f  and Mr. Anthony DeLorenzo, GM Vice P r e s i d e n t  in  Charge o f  Publ ic  
R e l a t i o n s ,  a r r an g ed  f o r  my acc ess  to  h e l p fu l  m a t e r i a l  a t  the  General 
Motors B u i ld in g  in D e t r o i t .  They d i r e c t e d  company personnel  t o  d i s ­
cuss t o p i c s  w i th  me, which Mr. C l i f f o r d  M e r r i o t t ,  GM News R e la t ions  
D i r e c t o r ,  Mr. J im C r e l l i n  o f  th e  GM News R e l a t i o n s  S t a f f ,  and Mr. Wil­
l iam B r u n s t a d ,  A s s i s t a n t  D i r e c t o r  o f  Labor R e l a t i o n s ,  d id .  This  led  
me t o  s tu d y  th e  1948 GM-UAW C o n t ra c t  and i t s  c o n c e p t s .
Mrs. N e t t i e  Seabrooks and the  GM P u b l i c  R e l a t i o n s  L ib ra ry  
s t a f f  he lped  me lo c a t e  books,  magazine a r t i c l e s ,  b io g ra p h ie s  and 
speeches .  A f o r t y - f i v e  volume c o l l e c t i o n  t i t l e d  "Wage E s c a l a to r  and 
I n f l a t i o n a r y  S p i r a l "  from 1948 t o  th e  p r e s e n t  p rov ided  a thorough 
source  o f  p u b l i s h e d  comments in  t h e  media.  The volumes a l s o  surveyed 
p r o d u c t i v i t y  and long te rm c o n t r a c t  coverage .
Jim C r e l l i n ,  o f  GM's News R e la t io n s  s e c t i o n  gave me f r e e  access  
to  t h e i r  1948 bound volumes, which reco rded  media coverage o f  n e g o t i a ­
t i o n s  and s e t t l e m e n t  and both GM and UAW-CIO p r e s s  r e l e a s e s .
Miss Joan S p r in g ,  S en io r  S t a t i s t i c i a n  w i th  GM's Economic Rela-
vi
t i o n s  L i b r a r y ,  l o c a t e d  p e r t i n e n t  r e s e a r c h  which company, government,  
union and in dependen t  o r g a n i z a t i o n s  p u b l i s h e d .  Mr. Wi ll iam B ru n s ta d ,  
A s s i s t a n t  D i r e c t o r  o f  Labor R e l a t i o n s ,  gu ided my r e s e a r c h  in h i s  de ­
p a r t m e n t ' s  m a t e r i a l s .
General Motors o f f i c i a l s  gave me a c c e s s  t o  c e r t a i n  v i t a l  b u t  
c o n f i d e n t i a l  in fo rm a t ion  conce rn ing  th e  1948 GM-UAW n e g o t i a t i o n s .  My 
access  to  t h i s  m a te r i a l  was r e s t r i c t e d  to  and s o l e l y  f o r  my use as 
background i n f o r m a t io n .  I t  was made a v a i l a b l e  so t h a t  my in t e r v i e w s  
w i th  p a r t i c i p a n t s  in th e  n e g o t i a t i o n s  would be more meaningfu l .  I am 
no t  p e r m i t t e d  to  quo te  from t h e s e  documents n o r  d e s c r i b e  th e  n a t u r e  o f  
them. Much o f  what they  c o n t a in e d ,  f o r t u n a t e l y ,  was c o r r o b o r a t e d  by 
p a r t i c i p a n t s  in  t h e  n e g o t i a t i o n s  and was r e p o r t e d  h e r e i n  t o  t h e  e x t e n t  
the y  were w i l l i n g  to  perm i t  a t t r i b u t i o n .
The i n t e r v i e w e e s  r e c r e a t e d  and humanized a complex,  t e c h n i c a l  
s u b j e c t .  Without  t h e  i n f o r m a t i v e ,  l i v e l y  comments o f  Andrew Cour t  and 
Louis S e a to n ,  my s tudy  would have n e g l e c t e d  o u t s t a n d i n g  in t e r v i e w e e s  
and missed v i t a l  p o i n t s .
The Jack  W. Skeels  o ra l  h i s t o r y ,  housed a t  W al te r  Reuther  Labor 
A rch iv es ,  D e t r o i t ,  Michigan ,  d e t a i l e d  UAW and Communist P a r ty  a c t i v ­
i t i e s  p r i o r  t o  t h e  1948 s e t t l e m e n t .  I t  amply developed  R e u t h e r ' s  r i s e  
t o  power, so c r u c i a l  to  my t o p i c ' s  background .  Mr. Warner P f lug  and 
Mrs. Di Miles a t  t h e  a r c h i v e s  acq u a in te d  me w i th  t h e i r  personal  and 
d epar tm en ta l  c o l l e c t i o n s ,  b io g ra p h i c a l  f i l e s ,  union conven t ion  r e c o r d s ,  
d i s s e r t a t i o n s  and books. They a l s o  a r r an g ed  c r u c i a l  i n t e rv ie w s  w i th  
auto  worker  and Communist P a r ty  (CP) f i g u r e s .
The C h a r le s  Erwin Wilson Arch ives  a t  Anderson,  Ind iana  h e l d  d i s ­
v i  i
a p p o i n t i n g l y  l i t t l e  on W i l s o n 's  development o f  and involvement with  
t h e  c o n c e p t s .  However, i t  r e co rded  i n s i g h t s  i n t o  h i s  l i f e s t y l e  and 




Postwar  America,  en joy ing  r e c o rd  p r o s p e r i t y ,  o u t f i t t e d  Ann 
Blyth wi th  a $18,000 mermaid t a i l  f o r  a 1948 movie s p e c t a c u l a r ,  "Mr. 
Peabody and th e  Mermaid."^ At t h e  same t im e ,  people longed to  know 
t h a t  t h i s  t ime abundance was r e a l .  Depression memories c a s t  long 
shadows. I n f l a t i o n  f r u s t r a t e d  h ig h e r  l i v i n g  s t a n d a r d s .
In 1947, s i x t y  m i l l i o n  employed Americans earned a record  
$200 b i l l i o n  to  spend on the  unprecendented  $235 b i l l i o n  worth o f  
goods and s e r v i c e s  they  produced.  Only two m i l l i o n ,  abou t  3 .5  p e r ­
ce n t  o f  t h e  l a b o r  f o r c e ,  w a i ted  f o r  work.  An average i n d u s t r i a l  
worker r e c e iv e d  $1.25 h o u r ly ,  double  h i s  pre-war  wage.
Corpora te  p r o f i t s  i n c re a s e d  about  one t h i r d  as much as wage 
in c r e a s e s .  Total  co rp o ra t e  p r o f i t s  a f t e r  t a x e s  reached  $17 b i l l i o n  
in  1947, and t o t a l  farm income, $18 b i l l i o n .  America e x p o r te d  more
O
than i t  had in  th e  most a c t i v e  World War II y e a r .
Auto m anufac ture rs  expec ted  t o  use f i f t y  m i l l i o n  pounds o f  
p l a s t i c  in  1948.^ They a l s o  needed s h e e t  and s t r i p  s t e e l .  Because 
o f  a s t e e l  s h o r t a g e  in 1947, au to  companies o p e ra t e d  a t  65 p e rc e n t  
o f  c a p a c i t y ,  bu t  produced almost  f i v e  m i l l i o n  v e h i c l e s ,  an amount 
passed on ly  t h r e e  t ime b e fo re .  More t r u c k s ,  busses  and rep lacement  
p a r t s  were s o ld  in 1947 than e v e r  b e f o r e ,  and more v e h i c l e s  r e g i s ­
t e r e d .  Auto l e a d e r s  expected to  s u rp a s s  1947 p rod u c t io n  and make
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5 .5  m i l l i o n  v e h i c l e s .  Wages and employment, t o o ,  reached  an a l l -  
t ime h ig h .^
More d o l l a r s  passed over  depar tment  s t o r e  c o u n t e r s  than ever  
b e f o r e .  S e a r s ,  Roebuck and Company s a l e s  reached t h e i r  h i g h e s t  
d o l l a r  volume in h i s to ry .®  S t o r i e s  about  i n f e r i o r  Russian f a c t o r y  
goods in t h a t  c o u n t r y ' s  depar tment  s t o r e s ,  p robab ly  amused American 
r e a d e r s .  The manager o f  Moscow's l a r g e s t  depar tm en t  s t o r e  complained 
t h a t  he r e c e iv e d  o v e r p r i c e d ,  d e f e c t i v e  shoes .  He w o r r ied  t h a t  po ta to  
p e e l in g  mach ines ,  in high demand, cou ld  be made b u t  were n o t ,  and 
t h a t  Russ ians  d id  no t  manufac tu re  bookshe lves  o r  window s c r e e n s . ^  
United S t a t e s  i n d u s t r y  b o as ted  a m agne t ized ,  a l l - p u r p o s e  
k i t c h e n  t o o l ,  foam to  f i g h t  f i r e s  and mechanical  hands to  handle 
r a d i o a c t i v e  m a t e r i a l s .  Some c i t i z e n s  expec ted  to  deve lop  "hangar-  
house communi t ies ,"  where p r i v a t e  p i l o t s  cou ld  f l y  t h e i r  p la nes  onto
g
community runways,  then t a x i  i n t o  hangars a t t a c h e d  to  t h e i r  houses.
More p roduc t  awareness through a d v e r t i s i n g  c h a r a c t e r i z e d  
pos twar  cus tom ers .  Adver t i sem ents  r e f l e c t e d  th e  r e c o rd  s e t t i n g  
m e n t a l i t y  o f  t h e  t im e s .  For example,  th e  "New" Duz soap was "The 
F i n e s t  Duz t h a t  Ever Wuz."^
A baby boom caught  up w i th  America in 1948,  t h e  y e a r  a 
P i t t s b u r g h  Planned Parenthood c l i n i c  v ic e  p r e s i d e n t  gave b i r t h  to 
t r i p l e t s . B y  th e  end o f  1950,  U.S. p o p u la t io n  f i g u r e s  outnumber­
ed th e  most generous  1940 p r o j e c t i o n s  by f i v e  m i l l i o n  p eo p le .  The 
war i n f lu e n c e d  th e  i n c r e a s e .  Some husbands avoided  th e  d r a f t  when 
they  s t a r t e d  f a m i l i e s .  Others  wanted c h i l d r e n  to  c a r r y  on th e  
f am i ly  name. S t i l l  o t h e r s  r e t u r n e d  from war and q u i c k l y  r e - d o m e s t i -
c a t e d .  The G. I .  B i l l  he lped  them r e t u r n  to  s c h o o l ,  buy a home o r  
s t a r t  a b u s i n e s s .  The b i r t h  r a t e  t h a t  hovered around an average
17.5 per  thousand  c r e s t e d  a t  2 5 .8  p e r  thousand in 1947.^^ Popula ­
t i o n  growth a l s o  r e f l e c t e d  g r e a t e r  l i f e  expec tancy  among a l l  ages .  
L i f e  i n s u r a n c e  companies dropped 1848 t a b l e s ,  and p u b l i sh e d  new
m o r t a l i t y  t a b l e s  f o r  1948. More p e o p l e ,  l i v i n g  l o n g e r ,  paid more 
12in s u ra n c e .
A f t e r  t h e  war ,  Americans j i n g l e d  more money in t h e i r  pocke t s  
than  e v e r  b e f o r e .  New Deal programs and wartime t a x e s  l e v e l e d  th e  
populace i n t o  a l a r g e r  middle c l a s s .  D epos i t s  in sav ings  banks i n ­
c rea sed  n e a r l y  $1 b i l l i o n  in  1947,  b u t  w ithdrawals  a p p a r e n t ly  o f f ­
s e t  new s a v in g s .  Blue c o l l a r  l a b o r e r s  earned  more and saved more 
than w h i te  c o l l a r  workers  du r ing  and a f t e r  th e  war.  To m a in ta in  
t h e i r  l i v i n g  s t a n d a r d s  a t  h ig h e r  p r i c e s ,  w h i te  c o l l a r  workers saved
l e s s  o r  withdrew money, e s p e c i a l l y  as p r e v io u s l y  u n a v a i l a b l e  consumer
13goods came on th e  market .
The p u b l i c  s e c t o r  a l s o  h e a d l in e d  p r o s p e r i t y .  "Federal  S u r ­
p lus  H i t s  $ 1 ,6 5 8 ,1 9 0 ,0 0 0 , "  th e  New York Times announced,  and th e y  
added t h a t  t a x  c o l l e c t i o n  would push th e  government s u r p l u s  up to  
$6 o r  $7 b i l l i o n  by June 30 ,  1948. P r e s i d e n t  Truman f e l t  expans ive  
enough t o  a l l o c a t e  $15,000 in e x e c u t i v e  funds to  b u i l d  a porch on 
th e  back o f  t h e  White House.
None o f  t h e s e  b l e s s i n g s  e r a s e d  th e  twelve y e a r  shadows o f  
d e p re s s io n  as Americans a n x io u s ly  r e c a l l e d  th e  p o s t  World War I 
slump. One economis t  h i n t e d  t h a t  r e c e s s i o n  came and went q u i e t l y  
in 1947, e i g h t e e n  months a f t e r  World War I I ,  the  same t ime span be-
tween World War I and t h e  1920 r e c e s s i o n .  The commentator  t h e o r i z e d
t h a t  because  American involvement in  World War II  was tw ice  as long
as in World War I ,  th e  c o u n t ry  needed tw ice  as much t ime f o r  the
15new postwar  ad ju s tm en t .
Businessmen f e a r e d  a d e c l i n e  in demand f o r  now well  s tocked  
e xpens ive  d u r a b l e s .  They b e l i e v e d  e x p o r t  demand might  s lack e n .  
Automobiles might  f i n d  l e s s  f a v o ra b l e  m a rk e ts ,  e x c e p t  in  farm t e r r i ­
t o r y ,  they  p r e d i c t e d . C h r y s l e r ' s  P r e s i d e n t  t h o u g h t  Marshall  plan 
r equ i re m en ts  migh t  d i v e r t  raw m a t e r i a l s  needed in a u to  m anufac tur ­
ing .  P e s s i m i s t s  r e c a l l e d  the  long s t r i k e s  o f  1945 and 1946 in 
majo r  i n d u s t r i e s ,  and f e a r e d  t h a t  a t h i r d  round o f  wage and p r i c e  
i n c r e a s e s  would c r e a t e  more acu te  i n f l a t i o n .
UAW r e s e a r c h e r s  c la imed  t h a t  new c a r s  were too  expens ive  f o r  
workers  and farmers  who a l r e a d y  had s p e n t  most o f  t h e i r  wart ime 
s a v in g s .  Most o f  t h e  16 p e r c e n t  o f  U. S. f a m i l i e s  w i th  incomes over  
$4,500 who might  a f f o r d  new ca r s  would n o t  buy d u r in g  th e  an t i  c i -
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pa ted  r e c e s s i o n ,  they  e s t i m a t e d .
Stock market  a c t i v i t y  m y s t i f i e d  many a n a l y s t s .  The market  
f r e q u e n t l y  a c t e d  c o n t r a r y  t o  e x p e c t a t i o n s  from th e  g enera l  t r a d i n g  
p u b l i c .  During f u l l  employment, w i th  e a rn in g s  and t h e i r  r a t i o  t o  
s e l l i n g  p r i c e s  up ,  and in  s p i t e  o f  i n c re a s e d  and e x t r a  d iv i d e n d s ,  
averages  f e l l  s h o r t  o f  t h e  1946 p in n a c le  r a t e  o f  148 .50 ,  the  h i g h e s t  
s i n c e  1929.19
Three y e a r s  a f t e r  V-J Day, food p r i c e s  had i n c r e a s e d  50 p e r ­
c e n t ,  r e n t s ,  9 p e r c e n t  and th e  t o t a l  c o s t  o f  l i v i n g ,  a lmos t  70 p e r ­
c e n t .  Many economis ts  t h o u g h t  t h a t  t h e  i n f l a t i o n  stemmed from easy
money and p en t  up consumer demand, A few blamed b u s i n e s s ,  l a b o r  
and government.  Businessmen assumed wages would r i s e ,  and t h a t  
they  cou ld  n o t  lower p r i c e s  as p r o d u c t i v i t y  in c re a s ed  w i th o u t  en ­
danger ing  p r o f i t s .  Labor l e a d e r s  assumed p r i c e s  would r i s e  and t h a t  
l a b o r e r s  needed h ig h e r  wages t o  pay t h o s e  p r i c e s .  Government, l a c k ­
ing  s t a n d a r d i z e d  w age-p r ice  p o l i c i e s ,  aimed to  avoid labor-manage-
ment n e g o t i a t i o n  deadlocks  and g e t  on t o  bus ines s  as u s u a l .  O f te n ,
20t h a t  meant i t  s a n c t io n e d  i n f l a t i o n a r y  s e t t l e m e n t s .
Remedies chased d iagnosed  i n f l a t i o n .  One was d i r e c t  govern­
ment w ag e -p r ice  c o n t ro l  which d u r in g  war proved p o p u la r ,  b u t  g e n e r ­
a l l y  n o t  as  e f f e c t i v e  as promised.  In p eac e ,  p r e s i d e n t s  h e s i t a t e d  
t o  app ly  c o n t r o l s ,  which r e q u i r e d  w idesp read  p u b l i c  s u p p o r t .  Many 
m a nufa c tu re r s  and farmers  i n s i s t e d  t h a t  t h e  laws o f  supp ly  and de ­
mand r e s o l v e  i n f l a t i o n ,  bu t  consumers opened pocketbooks r e g a r d l e s s  
o f  h igh p r i c e s .
Truman m a in ta ined  wart ime p r i c e  c o n t r o l s  u n t i l  1946 and in 
June o f  t h a t  y e a r  he vetoed Congress '  f e e b l e  p r i c e  r e g u l a t i o n  mea­
s u r e .  A s t r o n g e r  b i l l  passed  in  J u l y ,  b u t  was d i f f i c u l t  t o  admin­
i s t e r .  Truman asked a s p e c i a l  s e s s i o n  o f  th e  p redominan t ly  Repub­
l i c a n  Congress f o r  p r i c e  c o n t r o l s  on s c a r c e  p r o d u c t s ,  and wage
21c e i l i n g s  t o  make th o s e  p r i c e  c e i l i n g s  e f f e c t i v e .
The Congress o f  I n d u s t r i a l  O rg a n iz a t io n  (CIO) opposed wage 
f r e e z e s ,  b u t  favo red  p r i c e  c o n t r o l s .  The American F ed e ra t io n  o f  
Labor (AFL) suppo r ted  ending th e  O f f i c e  o f  P r i c e  A d m i n i s t r a t i o n ,  
a n o t h e r  a s p e c t  o f  Truman's p r o p o s a l .  The National  A s s o c i a t i o n  o f  
M anufac tu re rs  and the  Chamber o f  Commerce opposed h i s  e n t i r e  program 22
Republican R e p r e s e n t a t i v e  Cla re  E. Hoffman from Michigan com­
mented:  " I t  sounds to  me as though he i s  ask ing  f o r  a complete r e ­
t u r n  t o  p r i c e  c o n t ro l  and r a t i o n i n g  when he knows he w o n ' t  g e t  i t
23and wants to  blame us f o r  an y th in g  t h a t  may happen." The U. S. 
Congress then rushed i t s  " v o lu n ta ry  a n t i - i n f l a t i o n  program" to  Tru­
man, who s igned  i t  r e l u c t a n t l y ,  b e l i e v i n g  th e  measure would no t  
s o lv e  i n f l a t i o n .
Through th e  program, f e d e r a l  agenc ies  c o n s u l t e d  i n d u s t r y  and 
a g r i c u l t u r e ,  and reached v o lu n t a r y  agreements to  r e l a x  a n t i - t r u s t  
laws.  The S e c r e t a r y  o f  th e  I n t e r i o r  c o n fe r r e d  with c o a l ,  coke,  
n a t u r a l  and manufactured gas producers  and o th e r s  t o  d i s c u s s  p r i o r ­
i t i e s ,  a l l o c a t i o n s  and in v e n to ry  c o n t ro l  o f  t h e i r  p ro d u c t s .  The 
S e c r e t a r y  o f  A g r i c u l t u r e  met w i th  farm r e p r e s e n t a t i v e s  to  d i s c u s s  
food and feed c o n s e rv a t io n  problems and s p e c u l a t i v e  t r a d i n g  on the  
commodity exchange.  The S e c r e t a r y  o f  Commerce ad m in i s t e re d  e x p o r t  
c o n t r o l s .  The O f f i c e  o f  Defense T r a n s p o r t a t i o n  a l l o c a t e d  t r a n s ­
p o r t a t i o n  f a c i l i t i e s .  The A t to rney  General stamped h i s  f i n a l  ap-
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proval  on t h e i r  ag reements .  An ounce o f  Hooverism ( v o lu n ta ry  
government-bus iness  agreements )  p lus  an ounce o f  Rooseve l t i sm  (co ­
o p e r a t i v e  government-bus iness  r e l a x a t i o n  o f  a n t i - t r u s t  laws) p lus  
a pound o f  Truman's  new s e t t i n g  ( i n f l a t i o n )  equaled  th e  new program.
O uts ide  o f  Washington,  D. C. ,bus inessmen  p r a i s e d  General 
E l e c t r i c  Company f o r  r educ ing  p r i c e s  5 p e r c e n t  on 40 p e r c e n t  o f  i t s  
p r o d u c t s .  Ford Motor Company and I n t e r n a t i o n a l  H a rv e s te r  im i t a t e d
pc
p r i c e  c u t s  and then  r e s c in d e d  when t h e i r  c o s t s  r o s e .
American p o l i t i c i a n s  asked whether  New D ea ls ,  Old Deals o r
Newer Deals so lv ed  pos tw ar  America 's  d e p re s s io n  and i n f l a t i o n  t h r e a t s  
to  p r o s p e r i t y .  Old Deale rs  longed to  curb  f e d e r a l  power,  pare  down 
bureaucracy ,  minimize r e l i e f ,  r ev iv e  b u s in e s s  p r e r o g a t i v e s  by d e r e ­
g u la t i n g  c a p i t a l i s m ,  and tone down la b o r  s t r e n g t h  th rough  l e g i s l a t i o n .  
They concluded t h a t  government power shack led  th e  a b i l i t y  o f  i n ­
d u s t r i o u s ,  s e l f  d i s c i p l i n e d  i n d i v i d u a l s  t o  c r e a t e  w ea l th .  Some even 
cons idered  b u s in e s s  benevo lence ,  r a t h e r  than  union muscle o r  s o c i a l  
l e g i s l a t i o n ,  b e t t e r  f o r  employees. Others  sought  to  d i s c o n t i n u e  th e  
New Deal du r ing  norm al ,  p rosperous  t im es .  Many c o n s id e re d  t h e  New 
Deal Communistic. S e n a to r  Robert  T a f t  t y p i f i e d  Old D ea le r s .
New Dea le rs  wished to  s t r e n g t h e n  and expand the  programs which 
surv ived  th e  1930 ' s  and World War I I  p o l i c y  changes.  They s o u g h t ,  
f o r  example,  t o  i n c r e a s e  t h e  minimum wage o r  number o f  Soc ia l  S ecu r ­
i t y  b e n e f i c i a r i e s .  New Dealers  b e l i e v e d  government he ld  u l t i m a t e  
r e s p o n s i b i l i t y  f o r  a smooth running economy, f u l l  employment and 
labor-management peace .  They c a u t i o u s l y  p r e s s e d  f o r  s o c i a l  l e g i s l a ­
t i o n  t o  p r o t e c t  t h e  weak in  s o c i e t y .
Workers and lower c l a s s  b e n e f i c i a r i e s  o f  R o o s e v e l t ' s  p ro ­
grams who moved i n t o  middle c l a s s  s t a t u s  needed to  secu re  t h e i r  new 
p o s i t i o n s  b e fo re  the y  welcomed newcomers. Many assumed,  however,  
t h a t  FDR would have l i v e d  up to  h i s  promise t o  upgrade b la cks  a f t e r  
the  war. Some wanted to  con t inue  government a c t i v i t y  in  p u b l i c  
b u s i n e s s e s - - e d u c a t i o n ,  medical in su rance  and h o u s in g ,  f o r  example.  
Most looked t o  Truman t o  fo l low  R ooseve l t ian  t r a d i t i o n s .
Newer D ea le r s  grew d i s i l l u s i o n e d  w i th  Truman and g a th e red  
around Henry Wal lace and made vigorous  a t t e m p t s  to  forward FDR's
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Economie B i l l  o f  R ig h t s .  They hoped to  use Keynesian economic 
p r i n c i p l e s  t o  m a in ta in  f u l l  employment, lend f e d e r a l  money to  small 
b u s i n e s s e s ,  m a in ta in  wage s t a b i l i t y ,  a id  e d u c a t i o n ,  p ro v id e  a g r i ­
c u l t u r a l  p r i c e  su p p o r t s  and f e d e r a l  crop i n s u r a n c e .  Newer Deale rs  
fo resaw th e  day o f  th e  gua ran teed  annual wage. They wished to  
toughen up a n t i - t r u s t  e f f o r t s ,  b e l i e v e d  in  l a r g e  s c a l e  housing p ro ­
grams and f e d e r a l  h e a l t h  i n s u r a n c e ,  and though t  Truman to o  tough 
w i th  t h e  S o v ie t  Union.
The P r e s i d e n t  t r i e d  to  unders tand  what to  do w i th  a t r a n s ­
formed America.  R o s s ev e l t  th r e a d e d  programs through r e c o v e ry ,  and 
j u s t i f i e d  government spending  w i th  Keynesian t h e o r y ,  b u t  Truman 
faced  an expanding economy, h igh  employment and i n f l a t i o n .
He s t r u g g l e d  wi th  t h e  p u b l i c  memory o f  FDR, o f t e n  s e n t  
f lo w ers  to  t h e  l a t e  P r e s i d e n t ' s  grave  on th e  s l i g h t e s t  p r e t e x t ,  
and r e v e re d  and d e f e r r e d  to  Mrs. Rooseve l t .  He b e l i e v e d  he cou ld  
improve on FDR's performance  in  t h r e e  ways: 1) g e t  r i d  o f  t a c t ­
l e s s ,  c o n t e n t i o u s  New Dea le rs  b u t  no t  t h e i r  programs; 2) be more 
e f f i c i e n t ;  r e o rg a n i z e  e x e c u t i v e  and o t h e r  d e p a r tm e n t s ;  and 3) t r y  
t o  "good f e l lo w "  r a t h e r  than f o r c e  Congressmen i n t o  p a s s in g  l i b e r a l  
programs.
New f a c t o r s  in f l u e n c e d  R o o s e v e l t ' s  former  c o a l i t i o n ,  the  
b a s i s  o f  Democratic l o y a l t y .  The t h i r t e e n  m i l l i o n  immigrants  who 
came between 1900-1914,  s u f f e r e d  through th e  d e p r e s s i o n  and formed 
th e  backbone o f  FDR's c o a l i t i o n ,  remained loya l  Democrats .  Although 
p ro s p e r o u s ,  they r e t a i n e d  underdog a t t i t u d e s .  They con t inued  to  
p ro v id e  t h e  Democrats t h e i r  urban  p l u r a l i t i e s .
The newly e s t a b l i s h e d  n o r th e rn  c i t y  b la ck  i d e n t i f i e d  h im se l f  
w i th  t h e s e  Democrat ic  urban masses s t r u g g l i n g  t o  l e av e  th e  slums.  
Sou thern  b la c k s  s t r o v e  f o r  g r e a t e r  r i g h t s  and r e g i s t e r e d  Democratic.  
This  s t r a i n e d  p a r t y  u n i t y  t h e r e ,  and tu rn e d  many sou the rn  w h i te s  
toward c o a l i t i o n  w i th  th e  GOP.
A f t e r  World War I I ,  America sought  p r o t e c t i o n  through i n ­
volvement in  th e  w or ld .  No lo n g e r  could e i t h e r  p a r t y ,  e s p e c i a l l y
th e  R epub l ican ,  command p o l i t i c a l  s uppo r t  o f  t h o s e  e t h n i c  segments
27most t r a d i t i o n a l l y  i s o l a t i o n i s t .
R o o s e v e l t ' s  p rograms-- f rom e l e c t r i f i c a t i o n  to  improved edu- 
c a t i o n — changed American fa rmer  s t a t u s  by th e  end o f  World War I I .
The t y p i c a l  midwestern fa rmer  f r e q u e n t l y  had more ready  cash  than 
th e  t r a d i t i o n a l l y  GOP town banker .  Farmers and townsmen p r a c t i c e d  
two p a r t y  p o l i t i c s  in pos tw ar  America,  v o t i n g  f o r  t h e  man o r  p a r ty  
th e y  expec ted  to  g iv e  them th e  most.
Years o f  f u l l  employment subdued o rg a n iz e d  l a b o r ' s  f e r v o r  i n t o  
All Americanism and bread  and b u t t e r  campaigns.  E thn ic  and r e l i g i o u s  
t i e s ,  as  wel l  as economic i n t e r e s t s ,  bound workers  t o  th e  Democratic 
P a r ty .  Sometimes p r o s p e r i t y  t h r u s t  p rev ious  g e n e ra l  l a b o r  concerns
i n t o  t h e  background and b rough t  f o r t h  d i v i s i v e  o c c u p a t io n a l  i n t e r e s t s ,
28bu t  most workers  remained Democrats.
Th i rd  p a r t y  l e a d e r  Henry Wallace wooed l a b o r e r s  w i th  only
29mild  s u cces s  when he demanded wage i n c r e a s e s  t o  meet  l i v i n g  c o s t s .  
Truman a l i e n a t e d  some l a b o r  l e a d e r s  when he b ro u g h t  government power 
t o  b e a r  in  1946 l a b o r  d i s p u t e s  in  a u t o ,  s t e e l  and bi tuminous  coal 
i n d u s t r i e s .  They su sp e c te d  he wanted to  weaken l a b o r ' s  r i g h t  to
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s t r i k e .  Truman echoed W a l la c e ' s  b id  f o r  wage r a i s e s  w i th o u t  p r i c e  
h i k e s ,  t o  he lp  l a b o r ' s  " a b i l i t y  to  pay" f o r  t h e i r  own a c c e l e r a t e d  
p r o d u c t i o n ,  and m a in ta in  a h e a l th y  economy.
The P r e s i d e n t  d i s a p p o in te d  many FDR l i b e r a l s .  New D eale rs  
such as  Harold I e k e s ,  Henry W al lac e ,  Henry Morgenthau,  Frances P e r ­
k i n s ,  and James Byrnes r e s ig n e d  o r  were f i r e d .  Truman's  " l i b e r a l s "  
—lame-duck p o l i t i c i a n s ,  men-on-the-make and b u s in e s s  f a i l u r e s - - r e -  
p laced  them. Both l i b e r a l s  and c o n s e r v a t i v e s  r e s e n t e d  t h i s  " c u l t  o f  
m e d i o c r i t y ,  t h e  Missouri  gang" as th e y  viewed i t .  They a l s o  d i s ­
l i k e d  Truman's  hand l ing  o f  r e c o n v e r s i o n ,  i n f l a t i o n  and l a b o r  d i s ­
pu te s  and h i s  i n a b i l i t y  to  convince  a more c o n s e r v a t i v e  Congress to
31
pass  h i s  re fo rm  l e g i s l a t i o n .
In J a n u a ry ,  1948, Truman o f f e r e d  th e  coun t ry  one measure t o  
r e s o l v e  i n f l a t i o n ,  a " c o s t  o f  l i v i n g  t a x  program."  Each t a x p a y e r  
would g e t  a $40 c o s t  o f  l i v i n g  c r e d i t ,  and $40 c r e d i t s  f o r  each 
dependen t .  Federal  revenues  would d e c r e a s e  $3.2 b i l l i o n ,  b u t  h ig h e r  
t a x e s  on c o r p o r a t e  p r o f i t s  would r e g a i n  t h e  l o s s .  He added s o c i a l
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l e g i s l a t i o n  t o  h i s  p ro p o s a l .  Congress d e f e a t e d  Truman's program 
and e n a c t e d  t h e i r  own, which reduced  in d i v i d u a l  income t a x e s  by 
$5.6  b i l l  i o n . I n f l a t i o n  l i n g e r e d .
"He looks  a c t i v e  b u t  goes nowhere ,"  one Truman o b s e r v e r  s a i d ,  
"he a p p ea r s  h a p p i e s t  when ab le  t o  make a d ram a t ic  show o f  a c t i v i t y ,  
s e c u re  in  th e  knowledge t h a t  n o th i n g  much i s  going t o  happen."  He 
encouraged  and p e rp e tu a te d  s t a l e m a t e s  when he r a i s e d  a l l  i s s u e s  b u t  
s e t t l e d  none .^^  C i t i z e n s  shrugged o f f  h i s  performance  w i th  "To Er r  
i s  Truman." Truman adm it ted  to  h i s  own pe rsona l  dilemma when he
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sad ly  adm it ted  he neve r  wanted to  be P r e s i d e n t  and wished  he could
hand over  t h e  jo b  t o  someone e l s e .  Many assumed he neve r  meant
t h a t ,  as he sough t  th e  v i c e  p re s id e n c y  when FDR was a l i v e ,  and l a t e r
35ran again f o r  P r e s i d e n t  in  s p i t e  o f  s ev e re  p o l i t i c a l  o p p o s i t i o n .
Perhaps t h e  u n c e r t a i n t y  o f  th e  t imes  w ar ran ted  h o ld ing  a c t i o n ,  
u n t i l  emergent r e a l i t i e s  r e v e a le d  themselves  com ple te ly .  I n f l a t i o n  
and the  t h r e a t  o f  r e c e s s i o n  en e rv a te d  p r o s p e r i t y .  Old Deals  and 
Newer Deals tugged a t  t h e  New Deal from e i t h e r  s i d e .  World War I I  
v i c t o r y  d id  n o t  b r in g  s ecu re  peace .
Communism and atomic  power f r i g h t e n e d  many. America p ro ­
l i f e r a t e d  b u t  d id  n o t  use atomic bombs and i r o n i c a l l y  o p e r a t e d  on 
the  premise t h a t  "peace could  no t  be had exce p t  by arming as i f  f o r  
w ar ."  Businessmen,  concerned  t h a t  de fense  needs might  i n t e r f e r e  
w ith  consumer p r o d u c t i o n ,  asked  th e  a d m i n i s t r a t i o n  what  m i l i t a r y  and 
economic co o p e ra t io n  might  soon be r e q u i r e d  o f  them. Labor l e a d e r s  
thought  n a t i o n a l  de fe n s e  needs and Marshall  Plan r eq u i re m en ts  worsen­
ed i n f l a t i o n .
I n s e c u r i t y  about  Communism abroad  came home to  r o o s t  by 1948. 
Loyal ty  boards  con t in u ed  t h e i r  i n v e s t i g a t i o n s  o f  a l l  f e d e r a l  em­
p loye es ,  and e l e v e n  key Red l e a d e r s  faced  t r i a l  f o r  v i o l a t i n g  the  
Smith Act.  W h i t t a k e r  Chambers,  former  Communist a g e n t ,  r e p e a te d  
a c c u sa t io n s  a g a i n s t  A lger  Hiss b e fo re  the  House Un-American A c t i v ­
i t i e s  Committee. In t h e  f a c e  o f  Communism, U. S. r e - a s s e r t i o n  o f  
c a p i t a l i s m  with  a s o c i a l  consc ience  ga ined  impor tance .
Both b u s in e s s  and l a b o r  l e a d e r s h i p  responded .  Businessmen 
r e c a l l e d  the  1920 's  as  a f r e e  f o r  a l l  o f  b u s in es s  b lu n d e r i n g  t h a t
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l a t e r  caught  up w i th  them. They remembered t h e i r  u n p o p u la r i t y  du r ­
ing th e  d e p re s s io n .  In World War I I ,  they  jo i n e d  w i th  l a b o r  l e a d ­
e r s ,  s c i e n t i s t s  and government o f f i c i a l s .  T h e i r  co o p e ra t io n  gained 
some p u b l i c  f avo r .  Corpora te  l e a d e r s  came i n t o  the  1940' s  w i th  more 
w i l l i n g n e s s  to  face  p o l i t i c a l  and s o c i a l  f a c t s .  They appeared  more 
a b l e  to  s ee  t h a t  no p o l i c y  b e n e f i t e d  b u s in e s s  u n le s s  i t  a l s o  bene­
f i t e d  s o c i e t y .
D esp i te  s e c u r i t y  and new found power,  l a b o r  moved c a u t i o u s l y
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a f t e r  th e  war. I t  f e a r e d  economic c o l l a p s e  and a n t i - l a b o r  o f f e n s e s  
c h a r a c t e r i s t i c  o f  p o s t  World War I America.  These neve r  m a t e r i a l ­
i z e d ,  and l a b o r  r e t a i n e d  most o f  i t s  membership in  r e l a t i v e  p r o s ­
p e r i t y .  Laborers  who sh u t  down p l a n t s  w ith  si tdown s t r i k e s  in  th e  
l a t e  1930 's  pu t  up t h e i r  own homes in  n e a t  neighborhoods  in  the  
l a t e  1940 ' s .  Full employment, and wages sometimes t r i p l i n g  d e p re s ­
s io n  wages accounted  f o r  the  change .  Some l e a d e r s  s t i l l  exho r ted  
w i th  r e v o l u t i o n a r y  z e a l ,  b u t  e v i c t e d  Communists from t h e i r  bureau­
c r a t i c ,  " lodge  h a l l "  un ions .
Enl igh tened  " i n d u s t r i a l  s ta t e sm en"  met " e s t a b l i s h m e n t "  l a b o r  
l e a d e r s  in  a new l i g h t  by 1948. S t rong  unions  in s t r a t e g i c  in d u s ­
t r i e s  faced  im por tan t  i n d u s t r i e s  now keyed to  a d m in i s t e re d  r a t h e r  
than  c o m p e t i t iv e  p r i c i n g .
Immediately a f t e r  World War I I  s t r i k e s  in  o i l ,  c o a l ,  s t e e l  
and au to  i n d u s t r i e s  angered t h e  n a t i o n .  The. s t r i k e s  caused  the  
g r e a t e s t  work i d l e n e s s  in U. S. h i s t o r y  as i n d u s t r y  and the  n a t io n  
sought speedy r econve rs ion  and p r o d u c t i o n .  An e m b i t t e r e d  Congress 
passed  th e  T a f t - H a r t l e y  Act o f  1947 o v e r  Truman's  v e t o .  J u s t  as t h e
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government p reven ted  u n f a i r  b u s in e s s  p r a c t i c e s  in  th e  Wagner Act ,  
i t  now thw ar ted  u n f a i r  l a b o r  p r a c t i c e s  in  t h e  T a f t - H a r t l e y  Act .  By 
the  a c t ,  th e  government banned t h e  c lo s e d  shop (which l i m i t e d  h i r i n g  
t o  union men),  r e q u i r e d  unions  t o  s i t  o u t  a s i x t y  day " co o l in g  o f f "  
p e r io d  b e fo re  s t r i k i n g ,  and p e r m i t t e d  employers t o  sue unions f o r  
broken c o n t r a c t s  o r  s t r i k e  damaged p r o p e r t y .  I t  a l s o  fo rbade  union 
c o n t r i b u t i o n s  to  p o l i t i c a l  campaigns ,  r e q u i r e d  unions to  p u b l i s h  
t h e i r  f i n a n c i a l  s t a t e m e n t s ,  and r e q u i r e d  union l e a d e r s  to  t a k e  an 
oa th  t h a t  the y  were n o t  Communist p a r t y  members.
Some f e a r e d  t h e  T a f t - H a r t l e y  l a w ' s  union b u s t in g  p o t e n t i a l  
in unemployment t i m e s ,  when union b a rg a i n in g  power weakened o r  du r ­
ing  a n t i - l a b o r  a d m i n i s t r a t i o n s . H e b e r  Blankenhorn,  N at iona l  Labor 
R e l a t i o n s  Board (NLRB) s t a f f  member, r e s ig n e d  because he b e l i e v e d  the  
law so harmful to  l a b o r  o r g a n i z a t i o n  t h a t  "even i t s  own backe rs  want 
i t s  en forcement s o f t  p e d a l l e d . S o m e  workers e v i d e n t l y  found th e  
a c t  l e s s  abus ive  than they  f e a r e d .  A c l o t h i n g  c u t t e r  s a i d  he l i k e d
th e  a c t  because " t h e r e  have been fewer  s t r i k e s .  When o t h e r  workers
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s t r i k e ,  b u s in e s s  drops  and we g e t  l a i d  o f f . "
Under Rooseve l t  and Truman, c o l l e c t i v e  b a rg a i n in g  tu rn e d  i n t o  
a war o f  p r e s s  a g en t s  and f r e q u e n t l y  ended in  s t a l e m a t e  o r  s t r i k e .  
Government i n t e r v e n e d ,  s e i z e d  i n d u s t r i e s  and imposed s e t t l e m e n t s  
more than  p r e v i o u s l y .  By 1948,  l a b o r  and management p r e f e r r e d  to  
s e t t l e  d i s p u t e s  p r i v a t e l y ,  avo id  government s o l u t i o n s  and remain 
a l o o f  from th e  p r e s s .
A more s t u d i e d  approach to  n e g o t i a t i o n s  became p o s s i b l e  as 
r e l i a b l e  d a t a  grew. Worker f e a r s  o f  t e c h n o lo g ic a l  o b s o le s en ce
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s p u r re d  th e  Works P rogress  A d m in i s t r a t i o n  d u r ing  the  d e p r e s s io n  to  
survey  p r o d u c t i v i t y  in  more than  f i f t y  i n d u s t r i e s .  In 1940,  Con­
g r e s s  o rde red  t h e  Bureau o f  Labor S t a t i s t i c s  to  s tudy  pos tw ar  p ro -
44d u c t i v i t y  because  they  a n t i c i p a t e d  mass unemployment.
The pace s e t t i n g  "b ig  t h r e e "  i n d u s t r i e s ,  s t e e l ,  au to  and 
e l e c t r i c ,  which s e t t l e d  a t  s t a n d a r d i z e d  15 c e n t  wage i n c r e a s e s  in  
1947,  changed r e l a t i v e  p o s i t i o n s  in  1948. In t h a t  y e a r ,  au to  and 
e l e c t r i c  i n d u s t r i e s  faced  r e t u r n e d  s t r o n g  com pe t i t ion  and tremendous  
l a b o r  and m a te r i a l  c o s t  i n c r e a s e s  s i n c e  p r i c e  d e c o n t r o l .  E xper t s
45expec ted  th e s e  i n d u s t r i e s  t o  be l i k e  Scrooge dur ing  n e g o t i a t i o n s .  
O thers  c o n s id e re d  th e  u n i o n ' s  p o s i t i o n  " f a i r l y  good." They r e a s o n ­
ed t h a t  as long as m a nufa c tu re r s  g o t  h igh p r i c e s ,  they  would n o t  
r i s k  s t r i k e s .
I n s t e a d  o f  s t r i k e s ,  t h e  c l im a t e  i n v i t e d  s u g g e s t io n s :  The
Council o f  Economic A dv ise rs  urged  i n d u s t r i e s  to  adopt  g u a ra n t e e d  
annual  wages,  a l though  th e y  c o n s id e re d  such a proposal  o f f  l i m i t s  
f o r  f e d e r a l  l e g i s l a t i o n .  Guaranteed annual  wages would promote 
r e g u l a r  p r o d u c t i o n ,  a s s u r e  incomes ,  and f r e e  workers from jo b  i n ­
s e c u r i t y .  They would become more p r o d u c t i v e , l e s s  s u b j e c t  t o  slow 
down and s t r e t c h  o u t  p r a c t i c e s  when th e y  f e a r e d  l a y o f f s / * ^
General Motors '  P r e s i d e n t  C har le s  Erwin Wilson and American 
F e d e ra t io n  o f  Labor P r e s i d e n t  W i l l i am  Green sugges ted  a f o r t y - f i v e  
hour  work week t o  remedy i n f l a t i o n .  Both th ough t  i t  would g ive  
workers e x t r a  pay to  meet  h ig h e r  c o s t s  and i t  would e q u a l i z e  p r o ­
d u c t io n  and demand. Green su b m i t ted  t h a t  i n d u s t r i e s  compensate 
workers a t  t ime and a h a l f .  Wilson proposed  s t r a i g h t  t ime pay f o r
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th e  added hours .  Truman confused  the  i s s u e  when he s a i d  he thought  
Wilson was " l i v i n g  in th e  1890"s" and he did n o t  r e a l i z e  th e  GM 
P r e s i d e n t  in tended  e x t r a  hours  to  be an emergency r a t h e r  than p e r -
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manent p r o p o s i t i o n .  Green a n t i c i p a t e d  a t h i r d  round o f  wage de­
mands b u t  remarked t h a t  l a b o r  p r e f e r r e d  p r i c e  c u t s  to  wage i n c r e a s e s  
d e f e a t e d  by i n f l a t i o n . S e c r e t a r y  o f  Labor Lewis Schwellenbach 
sympathized ,  c la im ing  t h a t  c o r p o r a t e  p r o f i t s  o u t r a n  wage i n c r e a s e s  
c o n s id e r a b ly .^ ^  Truman c a u t io n e d :  "We f a c e  t h e  danger  t h a t  th e
con t inuance  o f  maximum employment and p ro d u c t io n  w i l l  be im poss ib le  
u n le ss  we ach ieve  th e  n e c e ss a ry  pu rchas ing  power ad ju s tm en t s  in the  
p r i c e - w a g e - p r o f i t  s t r u c t u r e .
B a t t l i n g  in  t h e  p u b l i c  forum, t h e  CIO began i t s  t h i r d  round 
b a t t l e :  r i s i n g  p r i c e s  b i t  o f f  15 p e r c e n t  o f  worker  t a k e  home pay
in  th e  l a s t  t h r e e  y e a r s ;  c o r p o r a t i o n s  p r o f i t e d  89 p e r c e n t  in  t h e  
same p e r io d .  Total  a s s e t s  o f  a l l  c o rp o ra t i o n s  n e a r l y  doubled s i n c e  
1939. Corpora t ions  could i n c r e a s e  wages 10 p e r c e n t ,  n o t  i n c r e a s e  
p r i c e s  and s t i l l  p r o f i t  as  much as they d id  in  1946, t h e  CIO an­
nounced.  Four m i l l i o n  o rgan iz ed  workers in s t e e l ,  r u b b e r ,  e l e c t r i c a l ,
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auto  and r a i l r o a d  i n d u s t r i e s  r e a d i e d  themselves  t o  t e s t  management.
General Motors spokesmen counte red  t h e  reco rd  p r o f i t s  a rg u ­
ments and i n s i s t e d  t h a t  r e p o r t s  o v e r s t a t e d  t h e i r  1947 e a rn in g  power. 
The company claimed t h a t  because  o f  in v e n to ry  markup, one o u t  o f  
every  fou r  d o l l a r s  r e p r e s e n t e d  paper  p r o f i t .  A lso ,  d e p r e c i a t i o n
53charges  did n o t  cover  wear and t e a r  a t  c u r r e n t  rep lacem en t  p r i c e s .
Communist George Morris  c o n s id e re d  1948 an oppor tune  t ime f o r  
unions  to  f o r c e  s u b s t a n t i a l  wage r a i s e s .  I n d u s t r y  would n o t  want
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s t r i k e s  to  d i s r u p t  c l imbing p r o f i t s  and p roduc t ion .  Assured Mar­
s h a l l  Plan commitments and r i s i n g  p r i c e s  meant bus ines s  doubly 
wished to  avoid s t r i k e s .  P o l i t i c i a n s  in  an e l e c t i o n  y e a r  probably  
would no t  oppose j u s t i f i e d  l a b o r  wage demands. He c a l l e d  f o r  "a 
l i t t l e  n o i s e "  and p r e v io u s l y  s u c c e s s fu l  c o - o r d in a t e d  a c t i o n  from a 
" too  q u i e t "  CIO.^^
Government economis ts  though t  food s h o r ta g e s  in  th e  sp r in g  
would i n i t i a t e  food p r i c e  i n c r e a s e s ,  and in  tu rn  cause  l a b o r  demands 
f o r  h ighe r  wages.  Labor l e a d e r s  expec ted  government t o  avoid p r i c e  
o r  p r o f i t s  l i m i t a t i o n  as well as  f a v o r a b l e  t a x  p o l i c i e s  be fo re  
s p r in g .  Union l e g i s l a t i v e  agen ts  prodded Congressmen,  bu t  t h e  Sec­
r e t a r y  o f  Labor urged l a b o r  t o  go easy  on wage demands, and he 
would encourage p r i c e  c o n t r o l .
Congressmen foresaw s t a b i l i z e d  1abor-management r e l a t i o n s .  
Others  d i s a g r e e d .  They po in ted  ou t  General E l e c t r i c  Company's dead­
lock  with  i t s  un ion ized  workers over  wages,  and p r e d i c t e d  s t e e l  i n ­
d u s t r y  slowdowns. They a l s o  a n t i c i p a t e d  d i s p u te s  over th e  union 
shop i s s u e  in t h e  coal and auto  i n d u s t r y . L a b o r  co lum nis t  V ic t o r  
Rie se l  e s t i m a t e d  t h a t  none o f  t h e  union c h i e f s  b u t  United Mine 
Workers P r e s i d e n t  John L. Lewis f avo red  s t r i k e s ,  bu t  a l l  f e a r e d  th e  
need f o r  even tua l  s t r i k e  a c t i o n .
The CIO unions moved q u i e t l y  and c l e v e r l y  i n t o  b a rg a in in g .  
They sought to  s e t  a " p a t t e r n , "  demanding wage i n c r e a s e s  in  high 
pay i n d u s t r i e s  t h a t  lower paid i n d u s t r i e s  cou ld  use as a goal .^® 
S t e e l ,  o i l ,  e l e c t r i c a l  m anufac tur ing  and auto  i n d u s t r i e s  were th e  
b ig  wage focus o f  t h e i r  s t r a t e g y .  Of th e  au to  companies.  General 
Motors came f i r s t  under f i r e .
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CHAPTER II  
THE RICHEST COMPANY AND THE 
RICHEST CORPORATE OFFICIAL
The UAW pro b ab ly  c h a l l e n g e d  General Motors f i r s t  in  1948 be ­
cause i t  was t h e  l a r g e s t ,  r i c h e s t  c o r p o r a t i o n  in  th e  United  S t a t e s .
I t  made more ca r s  than  any company in  t h e  w o r ld .^  Many UAW l e a d e r s
b e l i e v e d  whatever  th e y  ga ined  a t  GM, th e y  could  gain e l se w h e re .  They
demanded generous wage i n c r e a s e s  o f  t h e  company, because  th e y  assumed
i t  would r a t h e r  pay than  f i g h t .  GM could  n o t  a f f o r d  t ime o f f  f o r
s t r i k e s .
As l a b o r  clamored f o r  h i g h e r  wages ,  co m p e t i to r s  scrambled  f o r  
b e t t e r  au to  s a l e s .  Ford Motor Company ranked t h i r d ;  C h r y s l e r ,  f i f t h ,  
and American Motors ,  one hundred t h i r t e e n t h ,  in th e  U. S. economy.
2
Independe n ts ,  l i k e  American Motors and s i x  o t h e r  pos twar ca rm ake rs ,  
s o ld  eve ry  c a r  t h e y  made and pursued s u p p l i e s .  These s m a l l e r  com­
pan ies  ga ined  a lm os t  20 p e r c e n t  o f  t h e  market .
Many people  c o n s id e re d  s t a r t i n g  au to  companies.  Pent  up 
consumer demand meant  e n t r a n t s  could  produce a t  l e s s  than e f f i c i e n t  
s c a l e  and s t i l l  p r o f i t .  They need n o t  f i g h t  so hard  to  s e l l ,  no r  
worry g r e a t l y  abou t  t h e i r  e f f e c t  on o t h e r  companies. The government 
so ld  war s u r p l u s  f a c t o r i e s  and machine t o o l s  a t  ba rga in  p r i c e s .  Po­
t e n t i a l  d e a l e r s  s o u g h t  any f r a n c h i s e s  when they  saw p rospe rous  d e a l ­
e r s  and e a g e r  cu s to m ers .  P lans  f o r  t h r e e - w h e e l e r s ,  midge t  c a r s ,
24
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f l y i n g  models and l i g h t  w eigh t  au tos  were co n s id e re d .
Newcomers did  n o t  s c a r e  e s t a b l i s h e d  f i r m s ,  which adopted th e  
new i d e a s  e n t r a n t s  i n t ro d u c e d  as the  l a t t e r  went o u t  o f  b u s in e s s .
Cost  advan tages  and th e  economies o f  s c a l e  helped  th e  r e g u l a r s .  They 
a l s o  had p roduc t  d i f f e r e n t i a t i o n  and brand name r e p u t a t i o n  on t h e i r  
s i d e .  Any com pe t i t ion  b eg in n e r s  and fo r e ig n  c a r  makers p re sen te d  to 
t h e  e s t a b l i s h e d  dwindled by th e  1 9 5 0 ' s .^
General Motors t h r i v e d  on i t s  ba l a n c e d ,  d i v e r s e  p roduc t  l i n e  
and i t s  a d m i n i s t r a t i o n  o ve r  au to  d i v i s i o n s  th rough  some c e n t r a l  con­
t r o l s .  The company s u rp a s s e d  Ford in  p r o f i t s  a f t e r  t h e  1920' s ,  p a r ­
t i a l l y  because Henry Ford,  S r . ,  overex tended  and mismanaged h is
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e n t e r p r i s e .
By 1945, Henry Ford II  h i r e d  GM e x e c u t iv e  E rn e s t  Breech to  
c o r r e c t  f a u l t s .  Ford Motor Company--worth $900 m i l l i o n - - s u f f e r e d  
from bad bookkeeping ,  overburdened o p e r a t i o n s  and c on fused ,  mutual ly  
d i s t r u s t f u l  e x e c u t i v e s .  Breech got  Ford to  s e l l  the  B r a z i l i a n  
ru b b e r  f a c t o r y  and soybean p ro c e s s in g  p l a n t s  h i s  f a t h e r  had acqu i red .  
He modernized bookkeeping methods,  s t r e a m l in e d  t h e  o r g a n i z a t i o n  
c h a r t  and f i r e d  8 ,500  u n n e c e s s a ry  employees.  Most o f  a l l ,  the 
company remedied i t s  i l l s  w i th  a s u c c e s s fu l  pos twar  c a r ,  t h e  1949 
Ford ,  u n v e i led  in 1948.^
A f t e r  th e  war ,  both GM and Ford th ough t  people  wanted s m a l l ­
e r ,  l i g h t e r ,  cheaper  c a r s .  The f e d e ra l  government approved a new 
p l a n t  GM b u i l t  f o r  such small  c a r  m anufac tu re .  By September o f  1948, 
bo th  companies disavowed t h e i r  p la n s .  Fac to ry  b u i l d i n g  f a i l e d  and 
m a t e r i a l s  remained s c a r c e .  Buyers d id  n o t  want to  g iv e  up l u x u r i e s
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in  c u r r e n t  c a r  models.  GM f i g u r e d  i t  cou ld  s e l l  the  p r o j e c t e d  small 
c a r  f o r  on ly  $100 l e s s  than  th e  C h e v ro l e t .  The company sa lvaged  
something from th e  small c a r  id e as  in  t h e i r  A u s t r a l i a n  Holden,  i n ­
troduced  in  1948.^
M u l t ip le  models in  each o f  f i v e  c a r  d i v i s i o n s  gave GM market  
f l e x i b i l i t y .  They did  n o t  p la ce  a l l  t h e i r  hopes on one horsepower.  
Winners ba lanced  l o s e r s .  GM a l s o  o u t s o l d  and o u t p r o f i t e d  o t h e r s  be­
cause  i t  had more success  with  i t s  i n t e g r a t i o n  than i t s  r i v a l s .  I t  
produced more o f  i t s  own major components than o t h e r s  d i d ,  and p ro ­
vided rep lacem en t  p a r t s  in  i t s  U. S. and f o r e ig n  t r u c k  and c a r  mar­
k e t s .  The General  Motors Accep tance C o rp o ra t io n ,  a s u b s i d i a r y ,  
f inanced  GM p ro d u c t s .  Another s u b s i d i a r y .  Motors Insu rance  Corpora­
t i o n  in s u red  t h e  f inanced  c a r s .  GM owned F r i g i d a i r e ,  which made 
home a p p l i a n c e s ,  d i e s e l  lo c o m o t i v e s ,  i n d u s t r i a l  and marine d i e s e l  
e n g in e s ,  gas t u r b i n e s  and heavy d u ty  t r a n s m i s s i o n s .  At th e  end o f  
World War I I ,  t h e  company owned H er tz  D r i v u r s e l f  C o r p o r a t i o n ,  as 
well  as  m i n o r i t y  sh a re s  in  bus ,  a v i a t i o n ,  chemical and g a s o l i n e
O
c o r p o r a t i o n s ,  g r a d u a l ly  i t  d i s p e n s e d  o f  th e se  h o ld in g s .
The company gained  when i t  a cq u i r e d  he lp fu l  s u b s i d i a r i e s ,  
i n t e g r a t e d  them and s id e s t e p p e d  b u s i n e s s e s  n o t  c l o s e l y  a s s o c i a t e d  
with  au to  making.  For example,  Wilson s a i d ,  GM bought o r  developed 
acc esso ry  d i v i s i o n s  and absorbed  F i s h e r  Body C orp o ra t io n .  They pro­
duced a i r c r a f t  and d i e s e l  en g in es  w i th  t h e  idea  t h a t  they might  
l e a r n  something usefu l  in au to  p ro d u c t io n  o r  might  be ready to  make 
war m a te r i a l  i f  r e q u e s te d .  They avoided  buying i n d u s t r i e s  l i k e  p r e -
Q
f a b r i c a t e d  hous ing .
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According to  company s to ck  r e p o r t s ,  y e a r l y  GM p r o f i t s  a f t e r  
t a x e s  m u l t i p l i e d  a f t e r  t h e  war.  In 1946, GM earned  $87.5 m i l l i o n ;  
in  1947,  about  $288 m i l l i o n ;  in 1948, $440.5 m i l l i o n ;  in  1949, a 
r e c e s s i o n  y e a r ,  $656.5 m i l l i o n ;  and in 1950, $834 m i l l i o n .  GM's 
r a t e  o f  r e t u r n  s in c e  1947 o u td i s t a n c e d  averages  f o r  a l l  o t h e r  c o r ­
p o ra t i o n s .^ ®
P r o f i t s  appeared  on ba l a n c e  s h e e t s  as s a l e s  revenue going 
to  s to c k h o l d e r s  and r e i n v e s t e d  in  b u s in e s s .  In 1948, f o r  example.  
General Motors earned  $4,714 b i l l i o n  in s a l e s .  The company d iv id e d  
1948 revenue i n t o  th e  fo l l o w in g :  50.2 p e rc e n t  went to  s u p p l i e r s  f o r
m a t e r i a l s  and s e r v i c e s ;  28 .5  p e r c e n t  went to  employee wages and 
s a l a r i e s ;  9 . 8  p e r c e n t  was a l l o c a t e d  f o r  l o c a l ,  s t a t e  and f e d e ra l  
t a x e s ;  2 .1  p e r c e n t  covered p l a n t  d e p r e c i a t i o n ;  4 .5  p e r c e n t  went to
GM s t o c k h o l d e r s ;  and 4 .9  p e r c e n t  r e tu rn e d  f o r  use in  t h e  b u s in e s s .
12GM slowly  over took  F o rd ' s  p r i c e  l e a d e r s h i p ,  a l though  c o s t  
i n c r e a s e s ,  more than  o t h e r  companies '  d e c i s i o n s ,  shaped immediate 
pos tw ar  p r i c i n g .  Labor ,  s t e e l ,  g l a s s ,  u p h o l s t e r y  and o t h e r  m a te r ­
i a l s  c o s t  companies more. Ford and Plymouth a c t u a l l y  lowered some 
o f  t h e i r  p r i c e s  between 1946 and 1948, bu t  au to  p r i c e s  g e n e r a l l y  i n ­
c r e a s e d  a f t e r  government ended war t ime p r i c e  c o n t r o l s  in  1946.
Deale rs  got  th e  b e s t  o f  the  p r o f i t s .  They rece iv ed  30 p e r ­
c e n t  r e t u r n s  on th e  n e t  worth o f  t h e i r  c a r s .  Cen t ra l  o f f i c e  s u p e r ­
v i s o r s  encouraged d e a l e r s  to  s t i c k  t o  l i s t  p r i c e s ,  b u t  d e a l e r s  de­
f l a t e d  t r a d e  in v a l u e s ,  loaded  c a r s  w ith  " e x t r a s "  and demanded
13kickbacks .  They a l s o  " b o o t l e g g e d " - - s o ld  new c a r s  to  used c a r  l o t s .
GM e x e c u t iv e  John M oll ica  remembered t h a t  he bought a 1938
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C hevro le t  in  l a t e  1946 f o r  "more money than i t  so ld  f o r  new."
He added t h a t  the  au to  i n d u s t r y  "never  even n o t i ced  th e  1949 r e ­
c e s s i o n . "  He d esc r ib e d  th e  pos tw ar  y e a r s  as "an A lice- in -Wonder-  
land  p e r io d "  where "most s e c t o r s  o f  t h e  economy c o u l d n ' t  keep up
wi th  t h e  demand."14
According to  postwar au to  h i s t o r y  a u t h o r i t y  Lawrence White,  
company o f f i c i a l s  f e a r e d  t h a t  high p r i c e s  might  end.  Newspapers 
f r e q u e n t l y  compared high pos tw ar  p r i c e s  w i th  prewar p r i c e s .  The 
companies might  have charged more on a temporary b a s i s ,  maximizing 
p r o f i t s  w h i le  the  market  f avo red  them. They chose i n s t e a d  to  curb 
p r i c e s  somewhat, and a l low  d e a l e r s  t o  ga in  from t h e i r  own methods.  
Company o f f i c i a l s  thought  t h e  p u b l i c  would no t  j u s t i f y  p r i c e  i n ­
c r e a s e s  by auto-making c o s t  i n c r e a s e s .  The companies d id  n o t  want 
to  provoke e i t h e r  e x c e s s iv e  wage demands or  a n t i - t r u s t  c a s e s  from 
a Democrat ic a d m i n i s t r a t i o n . C h a r l e s  Erwin Wilson,  GM's P r e s i ­
d e n t  (1941-53) ,  s a id  t h a t  n a t i o n a l  s t r i k e s  and worker i n e r t i a  p r e ­
ven ted  th e  smooth f low o f  m a t e r i a l s  to  au tomakers ,  and caused  some 
unavo idab le  p r i c e  i n c r e a s e s .
A few c o l o r f u l  p e r s o n a l i t i e s  emerged from GM's s t a f f ,  bu t  
o b j e c t i v e  promotion on m e r i t  r a t h e r  than  p o p u l a r i t y ,  marked most 
personnel  d e c i s i o n s . 1® C har les  E. Wilson once s a i d :  "an o r g a n iz a ­
t i o n  i s  the  leng thened  shadow o f  a man o r  a small group o f  men." He 
r e c a l l e d  t h a t  when he f i r s t  came to  GM from Westinghouse E l e c t r i c  
Company, in 1919,  h i s  new a s s o c i a t e s  seemed l e s s  competent  than 
former a s s o c i a t e s .  He l i k e d  t h e i r  en thus ia sm ,  b u t  saw them pu t  
t h e i r  own in d iv id u a l  advancement f i r s t .
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Wilson no ted  t h a t  in th e  1920' s ,  P i e r r e  and Lammot DuPont,
John Raskob,  C.S.  Mott ,  and o t h e r s  " le ng thened  t h e i r  shadow" with  
new c e n t r a l i z i n g  p o l i c i e s .  New f i n a n c i a l  c o n t r o l s ,  c l a r i f i e d  a u t h o r ­
i t y ,  e f f e c t i v e  working committees and th e  " c a r  f o r  every  pu rse  and 
purpose"  p o l i c y  helped s t r e n g t h e n  th e  company. GM adopted a bonus 
p lan  and a Manager S e c u r i t y  Plan in 1923,  which tended  to  a t t r a c t  
and keep ab l e  men.^^
Unlike Ford,  GM adopted h i r i n g  p rocedu res  which p r o t e c t e d  the  
company a g a i n s t  d i s i n t e g r a t i o n  a t  th e  end o f  a l i f e  c y c l e  o f  c r u c i a l  
company men. Henry Ford,  S r . ,  and th e  Dodge b r o t h e r s  dominated Ford 
in  t h e  1920 's  and 1 9 3 0 ' s ,  and th e  b u s in e s s  went th rough th e  l i f e
c y c l e s  o f  t h e s e  men. This  m is take  gave GM time t o  make many c r u c i a l ,
18c o n s t r u c t i v e  moves.
A l f re d  P. S loan ,  J r . ,  who grew up as t h e  au tomobile  came i n t o  
be ing and matured w i th  General Motors ,  became i t s  P r e s i d e n t  and Board 
Chairman.  He b e l i e v e d  GM p rospered  because  i t  used s y s t e m a t i c  i n f o r ­
mation to  s u p p o r t  o r  deny b u s in e s s  d e c i s i o n s ,  a p p l i e d  p roduc t ion
s ch e d u l in g  which e q u a l i z e d  work in  s p i t e  o f  s e a s o n a l  s a l e s ,  and adopt-
19ed r a t i o n a l  accoun t ing  methods.
In 1931,  Sloan h i r ed  Paul G a r r e t t  t o  c r e a t e  a formal p u b l i c
r e l a t i o n s  p o l i c y  f o r  GM as th e  company faced  a c r i t i c a l ,  dep ressed
p u b l i c .  GM o f f i c i a l s  had counted on a d v e r t i s i n g  a lone  to  t e l l  t h e i r
s t o r y .  The company needed t o  s e l l  i t s e l f  as  w ell  as  i t s  p roduc ts  and
t o  r e l a t e  well  to  th e  p u b l i c  as c u s to m ers ,  G a r r e t t  dec ided .  He t o l d
GM men t h a t  peop le  now c a r e f u l l y  watched th e  s o c i a l  byproducts  o f
b u s in e s s  as well  as i t s  economic c o n t r i b u t i o n  and he educa ted  com-
20pany men t o  c o n s id e r  p u b l i c  r e sponse  to  t h e i r  p o l i c i e s .
30
General Motors had to  make f r i e n d s ,  as  well  as  money and motor 
v e h i c l e s .  Employees earned  war bonds and stamps from t h e  company fo r  
s u g g e s t io n s  t h a t  improved war p r o d u c t i o n .  This  reward system con­
t i n u e d  a f t e r  the  war.  GM promised jo b s  f o r  eve ry  fo rm er  employee in
th e  armed s e r v i c e s .  They a l s o  announced p lans  t o  h i r e  handicapped 
21v e t e r a n s .  Group l i f e  i n s u r a n c e ,  s av ings  and inv e s tm e n t  p lans  con­
t i n u e d  from pre -w ar  y e a r s .  The c o r p o r a t i o n  s t a r t e d  t h e s e  p o l i c i e s
22o u t s i d e  o f  c o l l e c t i v e  b a rg a in in g  agreements  w ith  un ions .
Before 1933,  General Motors d id  no t  ba rga in  c o l l e c t i v e l y  with  
and had no f o rm a l ,  open p o l i c y  r e g a r d i n g  un ions .  They had no s e p a r a t e  
l a b o r  r e l a t i o n s  s t a f f ,  and d id  n o t  u s u a l l y  know who t o  n e g o t i a t e  w i th .  
S e c t io n  7a o f  t h e  National  Recovery Act  (NRA) l e g i t i m i z e d  c o l l e c t i v e  
b a rg a i n in g  and s p u r red  i n d u s t r i a l  union o r g a n i z a t i o n .  The r e s u l a t a n t  
unions  c l a she d  w i th  the  employee a s s o c i a t i o n s  t h e  company encouraged.  
New Deal l e g i s l a t i o n  s e t t l e d  some p r i n c i p l e s  in au to  i n d u s t r y  codes:  
employers must ba rga in  f r e e l y  w i th  chosen r e p r e s e n t a t i v e s  accord ing  
to  p r o p o r t i o n a l  r e p r e s e n t a t i o n .  Employers could n o t  d i s c r i m i n a t e  
a g a i n s t  employees f o r  union membership.  The Auto Labor Board (ALB) 
dec ided  a l l e g e d  d i s c r i m i n a t i o n  c a s e s .  Some company o f f i c i a l s  charged 
t h a t  union l e a d e r s  c r e a t e d  unwarran ted  ca se s  to  prove t h e i r  s u p p o r t  
to  p o t e n t i a l  union members. ALB r e s o l u t i o n s  favored  th e  company.
In 1934,  P r e s i d e n t  Sloan endorsed  c o l l e c t i v e  b a rg a i n in g  and 
co n t in u ed  t o  do so a f t e r  a Supreme Court  d e c i s i o n  n u l l i f i e d  t h e  NRA.
In 1937,  10,000 workers s t r u c k  c r u c i a l  GM p l a n t s ,  immobil iz ing  140,000 
w orke rs .  S t a t e  and f e d e r a l  government condoned th e  si tdown s t r i k e ,  
which ended in management r e c o g n i t i o n  o f  th e  UAW as  e x c l u s i v e  b a r -
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g a in ing  ag en t  f o r  members. By 1940, t h e  National  Labor R e la t io n s  
Board (NLRB) made t h e  UAW-CIO th e  e x c l u s i v e  b a rg a in in g  ag en t  f o r  a l l  
w o rk e r s ,  and GM and t h e  UAW n e g o t i a t e d  t h e i r  f i r s t  n a t i o n a l  a g re e ­
ment.  Wildca t  s t r i k e s  con t inued .  F a c t io n a l i s m  d i s r u p te d  u n io n s ,  and
23management d id  n o t  o f t e n  know whom t o  b a rg a in  wi th  in t h e s e  y e a r s .
During World War I I ,  l a b o r  and management tu rned  t o  t h e  Na­
t i o n a l  War Labor Board (WLB) t o  r e s o l v e  d i s p u t e s .  During r e c o n v e r ­
s io n  in  1945-46, l a b o r  demanded a 30 p e r c e n t  wage i n c r e a s e  t o  c a t c h  
up w i th  i n f l a t e d  p r i c e s .  The UAW argued in  t h e  p re s s  t h a t  GM cou ld  pay 
h ig h e r  wages from t h e i r  p r o f i t s .  Lou S e a to n ,  GM la b o r  r e l a t i o n s  s t a f f  
member a t  t h e  t ime b e l i e v e d  th e  union b rough t  up company " a b i l i t y  to  
pay" because  th e  l a t t e r  was very  p r o f i t a b l e .  He remembered respond­
in g ,  "We're n o t  p le ad in g  pov e r ty .  . . ."  Seaton a l so  r e c a l l e d  t h a t  
they  d i s a g r e e d  so h e a r t i l y  w i th  Truman's  c o n t e n t io n  t h a t  a b i l i t y  to
pay was a p e r f e c t  s u b j e c t  f o r  b a rg a in in g  t h a t  the y  walked o u t  o f  a
?4
WLB hea r ing  in Washington,  D.C.
A c o s t l y  113 day s t r i k e  fo l l o w e d ,  du r in g  which GM o f f e r e d  th e  
UAW a f l a t  13.5 c e n t  r a i s e  t o  meet t h e  c o s t  o f  l i v i n g  i n c r e a s e  s in c e  
J a n u a ry ,  1941. The company o f f e r e d  to  c u t  work hours from f o r t y - f i v e  
to  f o r t y  and m a in ta in  t h e  same take  home pay.  P r e s i d e n t  Truman's  
f a c t - f i n d i n g  board recommended a 19.5 c e n t  i n c r e a s e  w i th o u t  p r i c e  
i n c r e a s e s .  The c o r p o r a t i o n  r e f u s e d .  I t  a l s o  r e p e l l e d  government 
f a c t - f i n d i n g  board a t t e m p t s  t o  gain a cc es s  to  company books ,  t o  de ­
te rm ine  th e  company's  " a b i l i t y  to  pay ."  S te e l  and e l e c t r i c a l  i n d u s ­
t r i e s  s e t t l e d  f o r  a f l a t  18.5  c e n t  i n c r e a s e .  GM e v e n t u a l l y  s e t t l e d  
the  s t r i k e  on s i m i l a r  te rms.
John M oll ica  s a i d  t h a t  a l though  au to  e x e c u t iv e s  c o n s id e re d
32
t h e i r  i n d u s t r y  more immune to  government i n t e r v e n t i o n  than s t e e l  com­
pan ies  o r  r a i l r o a d s ,  they  d i s l i k e d  government wage recommendations 
dur ing  the  1946 au to  s t r i k e .  M oll ica  remembered t h a t  " t h e r e  had been 
imapsses where government i n t e r v e n e d  in p r i v a t e  b a rg a in in g  and t h e i r  
recommendations were n o t  law in  most o f  t h e s e  c a s e s ,  bu t  they  were 
p r e t t y  f o r c e f u l  recommendations and r i g h t  th rough 1947, t h e r e  was con-
o r
t i nued  government i n t e r v e n t i o n  in  s t r i k e s . "
By 1947,  GM d i s c l a im e d  v i o l e n c e  in  l a b o r  s e t t l e m e n t .  Char les
E. Wilson t o l d  a Senate  Labor Committee t h a t  the  company no lo n g e r  
used " th u g s ,  s p i e s ,  t e a r  gas and b u l l y i n g  te chn iques  in  i n d u s t r i a l  
l a b o r  w a r f a r e . "  Wilson urged  l e g i s l a t o r s  t o  pass l e g i s l a t i o n  t o  pro-  
t e c t  management from l a b o r  e x c e s s .  Some company men h e ra ld ed  the  
1947 T a f t - H a r t l e y  Act as  a s t e p  in t h i s  d i r e c t i o n .
Labor m e d ia to r  and A s s i s t a n t  S e c r e t a r y  o f  Labor Ed Cushman be­
l i e v e d  t h a t  GM s t a r t e d  a c c e p t i n g  unionism b e fo re  the  end o f  World War
I I .  "Not t h a t  i t  w a s n ' t  a shotgun  wedding.  I f  i t  h a d n ' t  been f o r  
government,  I t h i n k  th e  genera l  f e e l i n g  in  General Motors was t h a t  
th e  unions c o u l d n ' t  have been c r e a t e d  as th e y  were,  b u t  n o n e t h e l e s s ,  
they  were t h e r e , "  he s a i d .  Government s u p p o r t  and union p o l i t i c a l
and economic power compelled ac c e p ta n c e .  The company then  sought a
27way o f  c o n t a in in g  and working with  union  power.
Labor r e p o r t e r  S t a n l e y  H. Brams concluded t h a t  GM and Ford r e ­
cognized union permanence and t h e i r  need t o  accomodate i t  long be fo re  
o t h e r  companies—both au to  m a n u fa c tu re r s  and t h e i r  s u p p l i e r s .  Rela­
t i o n s  changed from th e  1930' s ,  where two " p r i m i t i v e  fo r c e s  s tood  up 
a g a i n s t  each o th e r "  to  World War I I ,  when they  both "began to  t a l k  a 
l i t t l e  more p r o f e s s i o n a l l y "  and a p p r e c i a t e  " t h a t  t h i s  was a human r e ­
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l a t i o n s  p rob lem ."  He added t h a t  bo th  p a r t i e s  emerged from th e  1946
s t r i k e  " q u i t e  c h a s t e n e d . "  The company r e a l i z e d  t h a t  th e  union under -
28s tood t h a t  t h e  company "meant b u s i n e s s . "  The unions appeared  t o  grow
29s t r o n g e r  from lo n g e r  pe r io d s  o f  high employment and r i s i n g  membership.
With C har le s  Erwin Wilson,  t h e  h i g h e s t  paid  U.S. c o r p o r a t e  c h i e f  
a t  t h e  helm, GM dared  new d i r e c t i o n s  in l a b o r  r e l a t i o n s .  The p u b l i c  
c a l l e d  Wilson "Engine C h a r l i e "  as opposed t o  " E l e c t r i c  C h a r l i e , "  West­
inghouse P r e s i d e n t  Char les  Edward Wilson.  Bus iness a s s o c i a t e s  c a l l e d  
him "C.E." H i s t o r i a n s  m is tak en ly  im morta l ized  him as the  man who 
qu ipped ,  "What 's  good f o r  General Motors i s  good f o r  th e  c o u n t r y . "  He
on
never  s a id  t h a t .
People su sp e c te d  s im p le ,  p r a c t i c a l  i d e a l i s m ,  as i t  came from t h i s  
wea lthy  head o f  t h e  w o r l d ' s  r i c h e s t  c o r p o r a t i o n .  A su b o rd in a t e  who 
p r i v a t e l y  d i s a g r e e d  w i th  Wilson on some i d e a s ,  Stephen DuBrul, s a i d ,
"I  d o n ' t  t h i n k  I ' v e  known any man in  l i f e  who was more s i n c e r e  than
C.E." DuBrul he lped  w r i t e  W i l s o n ' s  speeches  f o r  many y e a r s .  "When 
he w ro te  a s p e e c h ,  he w ro te  from h i s  h e a r t , "  DuBrul s t r e s s e d .  He r e ­
membered h e lp in g  Wilson ex p re s s  h i s  id e as  in "good,  c l e a r ,  s imple  Eng­
l i s h "  and c o r r e c t i n g  h i s  grammar. The GM P r e s i d e n t  t o l d  them he p r e ­
f e r r e d  t h e i r  h e l p  t o  t h a t  o f  e x e c u t iv e  v ic e  p r e s i d e n t s ,  who o f t e n
31wanted t o  a rgue  w i th  him r a t h e r  than  he lp  say what he meant.
A magazine p r o f i l e  o f  th e  l e a d in g  U.S.  b u s in es s  e x e c u t iv e s  in 
the  19 4 0 ' s and 1 9 5 0 ' s showed a p a t t e r n :  Most were sons o f  midwestern
o r  e a s t e r n  businessmen and a t t e n d e d  f o u r  f u l l  y e a r s  o f  c o l l e g e ,  con­
c e n t r a t i n g  in  b u s in e s s  a d m i n i s t r a t i o n  o r  s c i e n c e .  They worked b r i e f l y  
f o r  a n o t h e r  company in t h e i r  t w e n t i e s ,  b e fo re  j o i n i n g  the  company th e y  
would s t a y  w i th  f o r  t h i r t y  more y e a r s .  Most jo in e d  th e  l a t t e r  company
34
in  c l e r i c a l  o r  a d m i n i s t r a t i v e  p o s i t i o n s ,  then  worked t h e i r  way
through s a l e s  o r  o p e r a t i o n s  t o  genera l  management on t o  top execu-
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t i v e  p o s i t i o n s .
Wilson f i t  and broke th e  mold. His f a t h e r  was p r i n c i p l e  a t  
a Minerva,  Ohio s c h o o l ,  where h i s  mother a l s o  t a u g h t .  Young Wilson 
qu ic k ly  made f r i e n d s  when the y  moved to  Mineral C i t y ,  Ohio.  The town 
b lacksm ith  l e t  him work t h e  bel lows and hand him to n g s .  A town s e c ­
t i o n  hand al lowed  him to  run a handcar on a s i d i n g .  He sometimes rode 
w i th  locomotive  e n g i n e e r s .  A sch o o lm a te ' s  f a t h e r ,  a coal  m iner ,  l e t  
them load  c o a l .  He a l s o  l i n g e r e d  a t  t h e  l o c a l  l i g h t  p l a n t  and s toked
b o i l e r s ,  t r y i n g  t o  f in d  o u t  what e l e c t r i c i t y  was ,  and how g e n e r a to r s
33ran .  He l a t e r  s a i d  t h e s e  e x p e r i e n c e s  showed him how th i n g s  worked.
Wilson g radua ted  from a P i t t s b u rg h  h igh  school  a t  s i x t e e n .  He 
f i n i s h e d  a normal f o u r  y e a r  c o l l e g e  c o u r s e  in  t h r e e  y e a r s  a t  Carnegie 
Tech,  second in h i s  c l a s s .  To pay f o r  h i s  s c h o o l i n g ,  he made f i l a ­
ment lamps f o r  12 cen t s  an hour .  Westinghouse C orp o ra t io n  h i r e d  him 
as s t u d e n t  e n g i n e e r  a p p r e n t i c e  in 1909. When, a f t e r  t h r e e  y e a r s  o f  
work t h e r e ,  h i s  s a l a r y  sky rocke ted  from $7.20  t o  $20 a week,  he d e c i d ­
ed he cou ld  a f f o r d  t o  marry J e s s i e  Ann C u r t i s ,  a s e c r e t a r y .  They 
r a i s e d  ch ickens  and garden v e g e t a b le s  t o  feed  t h e i r  growing c h i l d r e n .
W es t inghouse ' s  gen ius  d e s i g n e r ,  i n v e n t o r  and r e a s e a r c h e r ,
B.G. Lamme admired W i l s o n 's  a b i l i t y  t o  s i m p l i f y  p ro c e s s e s  and im­
prove equipment d e s ig n .  Lamme developed co n ce p ts  e x p e r i m e n t a l l y  
and g r a p h i c a l l y .  Wilson e a s i l y  conver ted  t h e  concep ts  t o  mathe­
m a t ica l  f o rm u l a s ,  making them un d e r s t a n d a b le  t o  e n g i n e e r s .  By 
1916, he s u p e rv i s e d  a l l  t h e i r  auto  e l e c t r i c a l  equipment e n g i n e e r ­
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i n g ,  j u s t  as  au to  making was in  i t s  most e x p e r i m e n t a l ,  c o m p e t i t iv e  
s t a g e .
The government d r a f t e d  him in World War I .  In Washington,
D. C . , he d e s igned  and developed r a d io  g e n e r a t o r s ,  made a p r i m i t i v e  
c r y s t a l  s e t  ( p r e c u r s o r  to  t h e  w a l k i e - t a l k i e ) ,  inven ted  a g e n e r a t o r  
t o  a t t a c h  t o  t h e  wing o f  a 1918 a i r p l a n e ,  and made e l e c t r i c a l  e q u i p ­
ment f o r  t h e  army B t r u c k .
A f t e r  World War I ,  Wilson l e f t  Westinghouse  to  j o i n  a Gen­
e r a l  Motors s u b s i d i a r y .  Delco C orp o ra t io n .  His s a l a r y  t r e b l e d  as 
D e lc o ' s  c h i e f  e n g i n e e r  and s a l e s  manager. He convinced company 
o f f i c i a l s  t o  l e t  him move from D e t r o i t  t o  Anderson,  I n d i a n a ,  where 
t h e  Delco f a c t o r y  o p e ra t e d .  A s u p e r i o r  came down from D e t r o i t  t o  
s tudy  Wilson s tu d y in g  th e  f a c t o r y .  He gave C. E. f r e e  r e i n  t o  i n ­
t r o d u c e  new d e s ig n s  i n t o  t h e  Delco l i n e ,  and s a l e s  problems soon 
van i shed .  By 1926,  Wilson became p r e s i d e n t  o f  t h e  merged Delco- 
Remy C o r p o r a t i o n ,  and moved t o  Dayton. He saved th e  company $5 
m i l l i o n  p e r  y e a r  when he c o n s o l i d a t e d  a l l  D ay ton 's  i g n i t i o n  work,  
and he h i r e d  employees t h e  c o n s o l i d a t i o n  d i s p l a c e d .
In 1929, GM named him v ic e  p r e s i d e n t  o f  t h e  a c c e s s o r i e s  
d i v i s i o n .  He a c q u i r e d  p r o p e r t i e s  and took  p a r t  in l a b o r  r e l a ­
t i o n s  f o r  t h e  company and became e x e c u t iv e  v i c e  p r e s i d e n t  o f  GM 
te n  y e a r s  l a t e r .  A f t e r  Will iam Knudsen r e s i g n e d  h i s  GM p r e s i ­
dency in 1941,  t o  s e r v e  th e  f e d e ra l  government ,  C. E. Wilson be­
came p r e s i d e n t ,  and served  u n t i l  1953, when he r e s ig n e d  t o  become 
P r e s i d e n t  E i se nhow er ' s  S e c r e t a r y  o f  Defense.
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W ils o n 's  e n e r g i e s  reaped  generous  reward.  His n e t  worth
was $5 ,145 ,140 .79  in  1946. He, h i s  w i fe  and t h e i r  s i x  c h i l d r e n
held  s t o c k s ,  r e a l  e s t a t e  and in s u ra n c e  p o l i c i e s ,  and reco rded  own-
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ing a mere $5,000 in  au tomobiles  and $1,500 in h o r s e s .  By 1949, 
Wilson was t h e  h ig h e s t  pa id  c o r p o r a t io n  e x ec u t iv e  in  t h e  U.S.  He 
earned $586,100 in  s a l a r y ,  bonus and s to c k ,  but  pa id  about  $430,350 
in t a x e s .  His g e n e r o s i t y  ranged from a $2 check t o  an o ld  s c h o o l ­
mate f o r  tobacco  to  $2,500 f o r  a D e t r o i t  f r i e n d ' s  p o l i t i c a l  cam- 
37pa ign .
Wilson viewed th e  c o r p o r a t i o n  as an ex ten s io n  o f  t h e  Nine­
t e e n th  Century H ora t io  A lger  success  s t o r y .  He claimed t h a t  to
th e  degree  t h a t  big b u s in e s s  fo l lowed  th e  "homely v i r t u e s  o f  i n -
38d u s t r y ,  t h r i f t  and h o n e s ty , "  i t  p ro spe red .
He b e l i e v e d  t h a t  some government p o l i c i e s  c o n t r o l l e d  o r  
caused i n f l a t i o n ,  e s p e c i a l l y  t h o s e  concern ing  t a x e s ,  b u d g e t -b a l a n c ­
ing and banks and c r e d i t  i n s t i t u t i o n s .  Money supply  was t h e  h e a r t  
o f  t h e  m a t t e r ,  he a s s e r t e d ,  and t h i s  was heresy  among b u s in e s s  ex ­
e c u t i v e s  in  t h e  1930' s  and 1 9 4 0 ' s .  Producers de termined  a v a i l a b l e  
goods and s e r v i c e s ,  which were secondary .  Customers de termined  
tu r n o v e r .  In d iv id u a l  and c o r p o r a t e  sav ings  h a b i t s  a l s o  in f lu e n c e d  
th e  p i c t u r e .
He s a i d  t h a t  r educ ing  e i t h e r  wages o r  p r o f i t s  caused d e f l a ­
t i o n ,  and in c r e a s i n g  wages and p r o f i t s  led  to  i n f l a t i o n .  He q u a l i ­
f i e d :  " I f  p r o d u c t i v i t y  i n c r e a s e s  with  wages, then  t h e  i n c re a s e d
39wages a r e  no t  c o n s id e re d  i n f l a t i o n a r y . "  During h i s  GM P re s id e n c y ,
37
Wilson concluded t h a t  " I t  i s  no t  p r i m a r i l y  wages t h a t  push up p r i c e s .  
I t  i s  p r i m a r i l y  p r i c e s  t h a t  pu ll  up wages,
W i l s o n ' s  economic th in k in g  s u r p r i s e d  GM's Economic S t a f f .  
Wilson developed h i s  phi losophy in dependen t  o f  o t h e r s ,  as  f a r  as  h i s  
con tem pora r i e s  knew. Even as a group e x e c u t i v e ,  Wilson showed "an 
amazing g ra sp  o f  economics ."  Mr. Stephen DuBrul, former d i r e c t o r  o f  
GM's Business  Research S t a f f ,  s p e c u la t e d  t h a t  Wilson broke ou t  of  
"narrow e n g i n e e r in g  th in k in g "  when he became p r e s i d e n t  and genera l  
manager o f  Delco-Remy. Wilson then  handled th in g s  "broader  than 
j u s t  running a p l a n t ,  because Delco-Remy had to  s e l l  i t s  p roduc ts  
in c o m p e t i t iv e  marke ts  o u t s i d e  o f  th e  c o r p o r a t i o n . "  Wilson a l s o  
s e rved  as  a bank d i r e c t o r  in Anderson,  Ind iana  and D e t r o i t ,  Michigan 
f o r  many y e a r s . T o  Thomas A. J o h n s t o n e ,  UAW b a rg a in e r  in  1948, 
"Char les  E. Wilson was an e n g in e e r  w i th  a s t r o n g  touch of  humani ty - -  
one w i th  t h e  a b i l i t y  to  so lve  day t o  day problems on a common sense
b a s i s . "42
V ic t o r  Reuther ,  who p ioneered  th e  UAW with h i s  b r o t h e r  Wal te r  
and h im se l f  became UAW Educa tional  D i r e c t o r ,  desc r ibed  Wilson as "a 
very  unique i n d i v id u a l  whose g r e a t e s t  c o n t r i b u t i o n  was a sense  o f  
pragmatism. He knew he had a c o r p o r a t i o n  t o  run ,  and he knew we 
could t i e  i t  up,  he knew he had to  make some concess ions  and he 
made genuine  e f f o r t s  to  sea rch  f o r  them. He was very  c r e a t i v e  in 
t h a t  r e g a r d . "43
Andrew Cour t ,  GM la b o r  econom is t ,  thought  Wilson o f t e n  con­
s i d e r e d  "GM's impact  on s o c i e t y  . . . b ro a d e r  th in g s  than j u s t  g e t ­
t i n g  th rough  th e  nex t  week . . . and mee ting  nex t  week' s  p a y r o l l . "44
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Labor r e l a t i o n s  impressed Wilson as e a r l y  as 1915,  when he 
worked a t  Westinghouse and found f i v e  to  ten  thousand men on s t r i k e  
around th e  p l a n t .  He t r i e d  in  va in  to  e n t e r  t h e  f a c t o r y  and f e a r ­
ing rough t r e a tm e n t  from p i c k e t s ,  took a d i v e r t e d  r o u t e  t o  work.
45This exp e r i en ce  s t im u la t e d  h i s  i n t e r e s t  in l a b o r  problems.
At GM, Wilson c h a i r e d  t h e  committee n e g o t i a t i n g  th e  f i r s t  
union c o n t r a c t  a f t e r  th e  1937 s t r i k e s .  GM P r e s i d e n t  Wi ll iam Knudsen 
asked him t o  head th e  committee because "you t a l k  more than  I do and 
you have more p a t i e n c e . "  Some f r i e n d s  l a t e r  t o l d  W i lson ,  "you do 
no t  unders tand  t h i s  union b u s i n e s s ,  you have g o t  to  pay o f f  somebody, 
t h a t  i s  th e  way to  handle i t . "  Wilson r e fu s e d .
Two key persons  who r e s e a r c h e d  most o f  W i ls o n 's  economic 
i d e a s  and e d i t e d  h i s  speeches  were b e s p e c t a c le d  Stephen DuBrul and 
t a l l ,  i n q u i s i t i v e  Andrew Cour t .  From h i s  f a t h e r ,  an econom etr ics  
p io n e e r  o f  the  1 9 2 0 ' s ,  DuBrul gained  r e s p e c t  f o r  f i n a n c i a l  f a c t o r s  
in  b u s i n e s s .  He came t o  GM in  1927. In 1934,  GM t r a n s f e r r e d  him 
to  t h e  f in a n c e  s t a f f  t o  conduct  s p e c i a l  economic s t u d i e s .  He took 
p a r t  in  l a b o r  r e l a t i o n s  problems u n t i l  a f t e r  1948, and d i r e c t e d  GM's 
Bus iness  Research S t a f f  t h e r e a f t e r .
DuBrul 's  a s s o c i a t e ,  Andrew Cour t ,  who some c o n s id e re d  a " c o r ­
p o ra te  maverick" o r  " e c c e n t r i c  g e n i u s , "  j o i n e d  GM in  1941. Success ­
fu l  c a t t l e  hide marke t  p r e d i c t i o n s  earned him a good r e p u t a t i o n  
be fo re  h i s  GM c a r e e r  began.  Wilson became i n t e r e s t e d  in  C o u r t ' s  
a b i l i t i e s  when th e  l a t t e r  p re s e n te d  an Econometric  S o c i e ty  paper  on 
"Hedonic Horsepower,"  a new proposal  Court e n v i s io n e d  f o r  a d j u s t i n g  
t h e  CPI and o t h e r  economic i n d i c e s  f o r  q u a l i t y  changes in p ro d u c t s .
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Court  and DuBrul he lped  Wilson fo rmula te  d e t a i l s  o f  t h e  wage 
e s c a l a t o r ,  p r o d u c t i v i t y  f a c t o r ,  long term c o n t r a c t  package.  They 
r e l a t e d  p robab ly  th e  most r e l i a b l e  ve rs ion  o f  t h e  p ack a g e ' s  o r i g i n s  
as f o l l o w s :
As e a r l y  as 1934, A l f r e d  S loan ,  J r . ,  c ons ide re d  a d j u s t i n g  GM's 
wages t o  c o s t  o f  l i v i n g  i n c r e a s e s . H e  had Nationa l  I n d u s t r i a l  Con­
f e r e n c e  Board members compute c o s t  o f  l i v i n g  indexes in  each GM p l a n t
c i t y  t h a t  t h e  Board o r  th e  Bureau o f  Labor S t a t i s t i c s  had n o t  y e t  
48surveyed .
Execu t ives  knew t h a t  employee d i s c o n t e n t  fo l lowed  u n ad ju s t e d  
c o s t  o f  l i v i n g  i n c r e a s e s .  Wilson d e s p a i r e d  over  n e g o t i a t i n g  a l l  
y e a r  l o n g ,  and wanted lo n g e r  te rm c o n t r a c t s .  He b e l i e v e d  t h a t  th e  
UAW would n o t  s e t t l e  on wages u n l e s s  they  won c o s t  o f  l i v i n g  wage 
ad ju s tm e n t  p lus  l i v i n g  s t a n d a r d  i n c r e a s e s .  Wilson d id  n o t  want to  
usurp  union  power with  h i s  package and he knew he needed t o  s e l l  i t  
t o  t h e  UAW.
Wilson pondered th e  id e a s  co n t in u o u s ly  as he l a y  in  bed in 
a D e t r o i t  h o s p i t a l  in 1941,  on t h e  mend from a broken hip  s u s t a i n e d  
in a s k a t i n g  a c c id e n t .  From h i s  b e d s id e ,  he d i r e c t e d  Cour t  and 
DuBrul t o  check th e  v a l i d i t y  o f  t h e  Conference Board and BLS Cost 
o f  L iv ing  Indexes ,  and t o  d i s c e r n  i f  th e  union could d i v e r t  t h e s e  
measurements to  t h e i r  ends .  They recognized  t h a t  t h e  BLS used 
s t a t i s t i c s  from f a m i l i e s  o f  lower incomes than GM's average  worker .  
They a l s o  d i s c u s s e d  how b e s t  t o  measure p r o d u c t i v i t y .  W i l s o n ' s
49ideas  q u i c k l y  c r y s t a l i z e d ,  and he p r o j e c t e d  a f i v e  y e a r  c o n t r a c t .  
They t r i e d  t o  de te rm ine  t h e  average r a t e  o f  t e c h n o l o g i c a l
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development in  th e  U.S. in  f i f t y  y e a r s .  They agreed  t h a t  t h e  coun­
t r y ' s  o u tp u t  pe r  man hour had improved a t  an annual r a t e  between
50
7 /8 t h s  o f  1 p e r c e n t  and 3 p e r c e n t .
World War I I  i n t e r r u p t e d  W i lso n 's  s tudy  o f  e s c a l a t o r  and p ro ­
d u c t i v i t y  f a c t o r s .  In 1942,  t h e  WLB developed and a p p l i e d  t h e  
L i t t l e  S te e l  Formula,  a y a r d s t i c k  f o r  wage ad jus tm en t  acc o rd in g  to  
c o s t  o f  l i v i n g  i n c r e a s e s . T h e  Board recognized  a 15 p e r c e n t  r i s e  
in  l i v i n g  c o s t s  s i n c e  January  1 ,  1941, and recommended a p r o p o r t i o n ­
a t e  i n c r e a s e  f o r  s t e e l  w orkers .  In 1943, United Mine Workers P r e s i ­
den t  John L. Lewis p r o t e s t e d  t h e  " L i t t l e  S tee l  Formula" and unsuc­
c e s s f u l l y  sought  wage i n c r e a s e s  p e r p e t u a l l y  t i e d  t o  t h e  c o s t  o f  
l i v i n g .
Wilson a l s o  c o n s id e re d  t h e  war,  w i th  w age-p r ice  c o n t r o l s ,  a
52poor t ime t o  i n t r o d u c e  t h e  package .  Immediately a f t e r  t h e  war,  
l a b o r  r e c a l c i t r a n c e  angered him. He complained o f  an unholy  a l l i ­
ance between l a b o r  and government t h a t  " b u i l t  l a b o r  monopoly."  He 
asked Congress to  modify th e  Wagner Labor R e l a t i o n s  Act and though t  
th e  r i g h t  to  work s u p e r i o r  t o  t h e  r i g h t  t o  s t r i k e .  He a l s o  dep lo red  
Communist i n f i l t r a t i o n  o f  t h e  l a b o r  movement. Cla ss  w a r f a r e  caused
C O
i n d u s t r i a l  ana rc hy ,  he s a i d .
By 1948, t h e  T a f t - H a r t l e y  Act eased management u n r e s t  and 
t h e  gove rnm e n t - la bo r  a l l i a n c e  weakened.  Wal te r  Reu ther  r e p u d ia te d  
union Communists and ro s e  t o  s o l i d  UAW power. I n f l a t i o n  compensation 
p reoccup ied  w orkers .  Although l a b o r ,  th e  p u b l i c  and most o f  manage­
ment d id  no t  know i t ,  Wilson r e v iv e d  o ld  id e as  on ly  h in t e d  a t  p r e ­
v i o u s ly .
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mobile o r  a t r u c k  w i th  a b l a s t  o f  ho t  a i r  you c a n ' t  do i t . "  See 
Bever ly  Smith ,  " S e c r e t a r y  W i l s o n ' s  Year o f  T r i a l , "  Sa tu rday  Evening 
P o s t ,  Vol.  226,  No. 44 (May 1 ,  1954) .
^ ^ I n t e rv i e w  w i th  V ic t o r  R eu th e r ,  August 8 ,  1974.
^ ^ I n t e rv i e w  w i th  Andrew C o u r t ,  GM l a b o r  economis t  and p a r t i ­
c i p a n t  in  1948 n e g o t i a t i o n s ,  June 28 ,  1974.
Char le s  E. Wilson t o  A l f r e d  P. S loan ,  J r . ,  December 28 ,  1954, 
p. 5 ,  CEWA.
^®As quoted  in  U.S. S e n a t e ,  Nomination H e a r in g s , p.  22.
Mr. Andrew Cour t  s u p p l i e d  t h e  a u t h o r  w i th  a l i s t  o f  many GM 
i n n o v a t i o n s ,  much o f  which Mr. Sloan o r i g i n a t e d ,  he s a i d .  Mr. Sloan 
was p a r t i c u l a r l y  i n t e r e s t e d  in  q u a n t i t a t i v e , o b j e c t i v e  approaches  to  
s o c i a l  problems and he was s k i l l e d  in  e n l i s t i n g  o t h e r s  in promoting 
concep ts  in t h e  development o f  which he had played  a seminal  r o l e .  
Inc luded  were some o f  t h e  f o l l o w i n g ,  with  t h e i r  y e a r  o f  o r i g i n :
1921- a s p e c i a l i z e d  r e t a i l  s a l e  f in a n c e  company f o r  f r a n c h i s e d  
d e a l e r s
1922- a c o l l e g e - l e v e l ,  company-run ed u c a t io n a l  i n s t i t u t e  f o r  
management
1923- Management bonuses dependent  on p r o f i t s
1924- Formal s t a t e m e n t  o f  o r g a n i z a t i o n a l  p r i n c i p l e s  by e x ­
e c u t i v e s
1925- P r i c i n g  based on e s t i m a t e d  c o s t  a t  s t a n d a rd  volume
1926- Proving ground f o r  t e s t i n g  own, c o m p e t i t o r ' s  p ro d u c t s  
in s im u la te d  cus tomer  c o n d i t i o n s
1928- S t y l i n g  s t a f f  in dependen t  o f  e n g in e e r in g
1929- Customer r e s e a r c h  t o  s e t  norms f o r  reg io n a l  s a l e s
1931- S tan d a rd ized  d e a l e r  a c c o u n t in g ,  a u d i t e d
1933- B u i l t  3 h y d r a u l i c  ana logues  o f  economic f u n c t i o n s
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1934- D i s a b i l i t y  and s u rg ic a l  in s u ra n c e
1937- Programs d ram a t iz ing  i n d u s t r i a l  haza rds  f o r  s u p e rv i s io n  
which s t i m u l a t e d  unexampled p l a n t  s a f e t y  improvement
1938- Concept o f  umpire-formal c o n t r a c t  in  c o l l e c t i v e  b a r g a i n ­
ing as d i s t i n c t  from ad hoc a r b i t r a t i o n  o f  d i f f e r e n c e s  
a r i s i n g  between n e g o t i a t i o n s
1939- P ub l i shed  econometric  model o f  r e t a i l  au to  s a l e s  f l u c t u ­
a t i o n s
1954- P r o f e s s i o n a l  seminars
The NICB p io n e e red  th e  c o s t  o f  l i v i n g  index f o r  th e  U.S. in 
1918-1919.  The BLS index  gained prominence l a t e r .  In te rv iew  w i th  
Andrew C our t ,  June 28,  1974.
1974.
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In te rv i e w  w i th  Stephen DuBrul and Andrew Cour t ,  June 28,
Stephen DuBrul , "S ta temen t by General  Motors Corpora t ion  be ­
f o r e  t h e  Subcommittee o f  th e  Committee on Education and Labor ,"  House 
o f  R e p r e s e n t a t i v e s ,  Washington,  D.C.,  May 24 ,  1951, p. 6. The q u e s ­
t i o n  o f  which s t u d i e s  t o  use to  de te rm ine  n a t i o n a l  p r o d u c t i v i t y  i n ­
c r e a s e s  remained a dilemma. A Council o f  Economic A dv ise rs '  Study 
s a i d  r e a l  t o t a l  o u tp u r  pe r  hour o f  l a b o r  quadrup led  in s i x t y  y e a r s ,  
and an average  y e a r l y  improvement, compounded, was 2 -2 .5  p e r c e n t .  A 
1949 s tu d y  by Dr. Solomon F a b r ic a n t  p r e f e r r e d  p la c in g  prewar long 
te rm g a in s  between 1 . 6 - 2 . 2  p e rc e n t  a y e a r ,  because  o f  th e  " a p p ro x i ­
mate n a t u r e  o f  th e  b a s i c  d a t a  u n d e r ly in g  c a l c u l a t i o n s . "  A 1951 
s tudy  by John W. Kendrick f o r  th e  N at iona l  Bureau o f  Economic Re­
s ea rch  p la ced  p r o d u c t i v i t y  in c r e a s e s  a t  an average  2 .1  p e rc e n t  from 
1909-1941,  and s a i d  from 1946-1950 p r o d u c t i v i t y  ro se  about  1 p e r c e n t  
a y e a r .  From G er t rude  Deutsch,  " P r o d u c t i v i t y  Roundup," Business 
Record , J u l y ,  1952, pp.  256-257.  Stephen DuBrul commented t h a t  to  
de te rm ine  average  annual  p r o d u c t i v i t y  f o r  t h e  n a t i o n ,  they  used com­
ments from Harold M oul ton 's  Brookings I n s t i t u t i o n  s t u d i e s .  They 
probab ly  r e f e r r e d  t o  a comment l i k e  t h e  fo l l o w i n g :  "While p r e c i s e
d a t a  a r e  n o t  a v a i l a b l e  f o r  a l l  t h e  v a r io u s  l i n e s  o f  i n d u s t r y ,  i t  
appea rs  t h a t  f o r  t h e  economy as a whole o u t p u t  p e r  man-hour dur ing  
th e  f i r s t  f o u r  decades  o f  th e  t w e n t i e t h  c e n t u r y  'doubled or  more 
than  d o u b l e d ' . "  A p r o d u c t i v i t y  i n c r e a s e  o f  100 p e rc e n t  f o r  f o r t y  
y e a r s  averaged 2 .5  p e r c e n t  y e a r l y .  From Harold  Moulton,  C o n t r o l l i n g  
F ac to rs  in  Economic Development (Washington,  D.C.:  The Brookings
I n s t i t u t i o n ,  1949) ,  pp.  28-29.
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Stephen DuBrul,  "Sta tement by General  Motors ,"  p. 6.
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^^In te rv iew  w i th  Ed Cushman, August 1,  1974.
^^As quoted in  "Sick o f  R eu th e r ,  Lewis C hr i s tm ases ,  GM Head 
D e c la r e s , "  C in c in n a t i  T im e s -S ta r ,  December 5 ,  1946.
CHAPTER I I I  
THE BIGGEST CIO UNION
UAW membership,  h i g h e s t  o f  any American union dur ing  World 
War I I ,  slumped immediately a f t e r  th e  war.  By autumn o f  1946 mem­
b e r s h ip  ro se  and dur ing  1947 d e l e g a t e s  heard  t h a t  th e y  belonged to  
" the  l a r g e s t  f r e e  i n d u s t r i a l  union in t h e  w o r ld . "  By A p r i l ,  1948, 
they claimed a reco rd  peace time membership o f  950 ,0 0 0 .^
Wal te r  Reuther  wanted to  l e a d  a s t r o n g  union capab le  of
2
d i s c i p l i n i n g  a l l  t h e s e  w o rk e r s ,  and c o r p o r a t i o n s  approved.  The
"Redhead's"  d i s c i p l i n e  s t a r t e d  w i th  h i s  own pe rsona l  l i f e .  He did  
n o t  smoke o r  d r in k  a l c o h o l i c  beverages .  At c o c k t a i l  p a r t i e s  he 
o rdered  Manhattans ,  a t e  th e  c h e r r i e s ,  and l e f t  t h e  d r i n k s .  Reuther 
a p p a re n t ly  showed no i n t e r e s t  in women o t h e r  than  h i s  w i f e ,  former 
S o c i a l i s t  and s c h o o l t e a c h e r .  May Wolf,  who worked in  UAW Local 174 
and r ea red  t h e i r  two d a u g h t e r s .  He ran no d e b t s ,  and engaged in 
"conspicuous underconsumpt ion ."  The UAW l e a d e r  f lew  t o  convent ions  
and meetings  on c u t  r a t e  o v e r n ig h t  a i r  coach f l i g h t s ,  and once t h e r e ,  
squeezed h i s  own orange j u i c e  f o r  b r e a k f a s t  in h i s  ho te l  room. The 
Reuthers f r e q u e n te d  fam i ly  c a f e t e r i a s  and o rd e red  s p e c i a l s  when they  
t r a v e l e d  t o g e t h e r . ^
The UAW paid  him $10,000 y e a r l y ,  abou t  h a l f  t h e  s a l a r y  o f  
S tee lw orke r  P r e s i d e n t  P h i l l i p  Murray,  and one t h i r d  o f  Teamster 
P r e s i d e n t  Dan Tobin.  Reuther worked twelve hours a day ,  w i th  a few
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f r e e  Sundays each month. He s p e n t  l i t t l e  t ime a t  home in  h i s  f i v e  
room wes t  D e t r o i t  bungalow. In 1948,  he s t i l l  drove a 1940 Chevro­
l e t ,  and wore a "seedy o ld  b a l m a c a n - s t y l e  top  c o a t . " ^
Reu ther  had few v i c e s .  I f  any ,  he chewed gum and craved 
power. He wanted in f l u e n c e  t o  r e fo rm  s o c i e t y ,  n o t  t o  e n r i c h  him­
s e l f . ^  He a l s o  used reform t o  gain  union c o n t r o l .  He used Commun­
i s t s  to  b u i l d  h i s  UAW r e p u t a t i o n ,  the n  spurned them with  s i m i l a r  
r e s u l t s .  Dai ly Worker e d i t o r  Louis Budenz once asked Reuther  to  
j o i n  th e  Communist P ar ty  (CP) in  t h e  1 9 4 0 ' s ,  when the  l e a d e r  was so 
c l o s e  to  CP members some c o n s id e re d  him one o f  them. The p r o p o s i t i o n  
i n t r i g u e d  Reuther  u n t i l  he p r o j e c t e d  how d i f f i c u l t  i t  would be f o r  
him to  submit  t o  v igorous  p a r t y  d i s c i p l i n e ,  so he tu rn e d  down t h e i r  
o f f e r .  The UAW P r e s i d e n t  v e r i f i e d  Budenz's  s t o r y  in 1948.^
All f o u r  Reuther  b r o t h e r s  grew up on S oc ia l i s m .  G ran d fa th e r  
Jacob R eu the r ,  a well  known German S o c i a l i s t ,  p a c i f i s t  and l a b o r  
l e a d e r ,  r a i s e d  f a t h e r  V a len t in e  Reuther  on th e  hum an is t ic  d o c t r i n e s  
o f  German Democrat ic  Marxism. These two brought t h e i r  ph ilosophy  
with  them t o  America in 1892. V a le n t in e  held Sunday d eb a te s  a t  home 
on economic and s o c i a l  t o p i c s  w i th  sons Ted,  W a l te r ,  V ic to r  and Roy 
in  Wheeling,  West V i r g i n i a .
As s t u d e n t s  a t  D e t r o i t ' s  Wayne U n iv e r s i t y  in  t h e  e a r l y  1930 ' s ,  
Wal ter  and V ic t o r  f o s t e r e d  S o c i a l i s t  Worker Par ty  (SWP) you th  ac ­
t i v i t i e s  and began anti-ROTC r a l l i e s .  When Ford Motor Company ex ­
e c u t i v e s  su sp e c te d  t h e i r  to o l  and d i e  foreman Wal ter  Reuther  o f  
a c t i v e  S o c i a l i s m  dur ing  th e  d e p r e s s i o n ,  they  f i r e d  him. He and Vic­
t o r  then h i t c h h ik e d  th rough Europe and Asia in p u r s u i t  o f  t h e  w or ld -
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wide l a b o r  movement. Nazi p o l i c e  a lm os t  s e i z e d  th e  two in Germany.
The p e n n i l e s s  b r o t h e r s  e n t e r e d  th e  U .S .S .R . ,  where they  work­
ed in a Gorki au to  f a c t o r y  which th e  Ford Motor Company had b u i l t  
f o r  t h e  R uss ians .  Wal te r  t r a i n e d  p e a s a n t s  in p r e c i s e  m a c h in i s t  
work and won bonuses f o r  h i s  p ro d u c t io n  i d e a s .  A l e t t e r  from V ic to r  
which p r a i s e d  th e  Communist sys tem ,  l a t e r  p o l i t i c a l l y  embarrassed 
them. They den ied  sending  i t .  They came home and in 1937 Wal te r
O
ran f o r  D e t r o i t  councilman on th e  SP t i c k e t  and l o s t .
By 1946, he openly denounced th e  S o c i a l i s t  f a i t h  o f  h i s  
f a t h e r ,  b r o t h e r s  and w i f e ,  and condemned government ownership o f  
i n d u s t r i e s .  He commented: " I ' d  r a t h e r  ba rga in  w i th  General  Motors
Q
than  w i th  th e  government . . . General Motors has no army." He 
grew to  d i s l i k e  Communists because  the y  r e fu s e d  t o  ab ide  by p r i n ­
c i p l e s  o r  p r o g r a m s . H e  b e l i e v e d  na t ionw ide  wage i n c r e a s e s  would 
he lp  a v e r t  Communist c o n t ro l  o f  any American i n d u s t r i a l  un ions .  
Opponents accused him o f  " r e d b a i t i n g , "  l a b e l i n g  any enemy wi th  th e  
unpopula r  Communist t a g ,  r e g a r d l e s s  o f  t h a t  p e r s o n ' s  t r u e  a f f i l i a ­
t i o n s . ^ ^
Communists disowned Reu ther  a t  about  t h e  same t ime he shunned 
them. They s u s p e c t e d  glowing r e p o r t s  abou t  him from c a p i t a l i s t s  and 
t h e i r  " r e a c t i o n a r y  p r e s s . "  They a s s e r t e d  t h a t  employers played  up 
h i s  " s o c i a l i s t  c o l o r a t i o n "  and made him look m i l i t a n t  w h i le  they 
promoted c l a s s  harmony,  and dampened th e  w o r k e r ' s  l e g i t i m a t e  c l a s s  
s t r u g g l e .  Reu ther  once d e s c r ib e d  th e  1945-46 s t r i k e  in t h e  New Re­
p u b l i c  as "a f i g h t  to  save t r u l y - f r e e  e n t e r p r i s e  from dea th  a t  t h e  
hands o f  i t s  s e l f - a p p o i n t e d  champions ."  No d ece n t  " m i l i t a n t "  wanted
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] 1t o  save c a p i t a l i s m  from s e l f  d e s t r u c t i o n ,  Communists judged.
C a d i l l a c  Local 2 2 ' s  b a r g a i n in g  committee s e n t  "Brother  
Reuther" a c r i t i c a l  l e t t e r ,  in 1947 complaining  t h a t  th e  GM D epar t­
ment under h i s  d i r e c t i o n  was "a bunch o f  company co p s . "  They c a l l e d  
him " s p i n e l e s s "  because  he did  n o t  f i g h t  unwarranted d i s c i p l i n a r y  
l a y o f f s .  One UAW member, f i r e d  because  he " s t o l e  an e l e c t r i c  l i g h t  
bulb l a t e r  proved to  be h i s  own," and f i v e  members d i s c h a rg e d  when 
they  complained about  e x c e s s i v e  f a c t o r y  hea t  e a r l y  in  1947, s t i l l  
awai ted  j u s t i c e .
Regard less  o f  c r i t i c i s m ,  in  ten  y e a r s  Reuther  won s o l i d  back­
ing and le a rn e d  to  l e a d .  At t w e n t y - s i x ,  he jo in e d  D e t r o i t ' s  West- 
s i d e  Local 174 and became t h e i r  1936 n a t i o n a l  conven t ion  d e l e g a t e  
im media te ly .  He and f i v e  o t h e r  d e l e g a t e s  took s h i f t s  s l e e p i n g  in 
t h e i r  South Bend, I n d i a n a ,  h o te l  room bed.  I t  t y p i f i e d  W a l t e r ' s  
long waking hours .  He d e l i v e r e d  one s t i r r i n g  speech ,  which prompted 
co n v en t io n ee rs  to  e l e c t  him t o  t h e  UAW I n t e r n a t i o n a l  Counci l .
A f t e r  the  c o n v e n t io n ,  he gave speeches  and d i s t r i b u t e d  hand­
b i l l s  a t  f a c t o r y  g a t e s  u n t i l  h i s  o p p o r t u n i t y  f o r  a c t i o n  a r o s e .  He 
and V ic to r  o rgan ized  and c a r r i e d  o u t  a s ig n a l  s t r i k e  in w i n t e r ,  1936 
a t  D e t r o i t ' s  Kelsey-Hayes p l a n t  where about  f i f t e e n  v i t a l  Ford b rake -  
assemblymen,  members o f  Local 174,  complained about  unnecessary  
speed up o f  p roduc t ion .  S t r i k e  f e r v o r  sp read  t o  GM p l a n t s  in  F l i n t ,  
and two months o f  l a b o r  u n r e s t  ended in  GM r e c o g n i t i o n  o f  th e  UAW 
as the  w orkers '  b a rg a i n in g  a g e n t .  Membership in  Local 174 soared  
from s e v e n t y - e i g h t  to  t h i r t y  thousand  in a few weeks.
Once the  f i r s t  b a t t l e s  w i th  GM ended,  b a t t l e s  w i th in  th e  UAW
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began.  A "Unity" caucus ,  which opposed UAW P r e s i d e n t  Homer M ar t in ,  
became a hard h i t t i n g  b loc  which R eu the r ,  George Addes and a few 
o t h e r s  e v e n t u a l l y  l e d .  Mar t in d i s l i k e d  th e  f a c t i o n ' s  suppor t  of  
w i l d c a t  s t r i k e s .  Addes and th e  Unity caucus b e l i e v e d  t h a t  management 
provoked workers w i th  speedup and job  d i s c r i m i n a t i o n  p r a c t i c e s .  He 
th o u g h t  the  au to  companies hoped t o  a rouse  a m i n o r i ty  o f  o rgan ized  
union members to  a s t r i k e  which would overwhelm and d e s t r o y  them.
The companies d id  n o t  a n t i c i p a t e  t h a t  workers  would j o i n  in  s t r i k e s  
and prompt more o r g a n i z a t i o n  than e v e r ,  as  they d i d .
Martin d id  n o t  j o i n  th e  Unity  caucus members who went to  
F o r d ' s  River  Rouge p l a n t  on May 26 ,  1937, t o  pass ou t  h a n d b i l l s .
Ford thugs  b e a t  t h e  union men, as  pho tographers  cap tu red  th e  i n c i ­
d e n t  known t h e r e a f t e r  as "The B a t t l e  o f  th e  O verpass . "  The Unity 
caucus ga ined  p u b l i c i t y  and s u spe c ted  Mar t in o f  c o l l u s i o n  wi th  Ford 
o f f i c i a l s .
In 1938, Mart in charged Addes and f o u r  o t h e r s  with  a p l o t  
w i th  Communists t o  over th row  him and s e i z e  th e  UAW. The Addes group 
charged  t h a t  Mart in worked with  Communists. Mart in suspended th e  
f i v e  o f f i c e r s . B r i e f l y  suspended,  then r e i n s t a t e d ,  then d i scha rged  
a g a i n ,  the  f a c t i o n  met in  George Addes'  apar tm en t  and t o l d  loca l  
un ions  to  send t h e i r  dues to  them r a t h e r  than to  M art in .  They he ld
t h e  checks and g o t  f i n a n c i a l  s u p p o r t  from John L. Lewis a t  the  CIO.
The c h a l l e n g e r s  s e t  up t h e i r  own h e a d q u a r te r s  and he ld  t h e i r  own 
c o n v e n t io n s .^ ^  By March, 1939, t h e  Unity  caucus won CIO suppor t  
and t h e  Martin g roup ,  backed by t h e  AFL, faded .
During World War I I ,  the  seams o f  th e  v i c t o r i o u s  caucus weak-
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ened,  and i t s  member, Reu ther ,  ga ined  momentum. His s tu r d y  r i v a l ,
"n ice  f e l l a "  George Addes b e l i e v e d  R e u t h e r ' s  d e s i r e  f o r  l e a d e r s h ip
18caused more f a c t i o n a l i s m  to  come t o  a head.  He s a i d  f a c t i o n a l i s m  
cen te red  on p e r s o n a l i t i e s  and l e a d e r s h i p  s t r u g g l e s  more than i s s u e s .  
W al te r ,  a L u the ran ,  f i r s t  a l l i e d  w i th  th e  A s s o c ia t i o n  o f  C a th o l ic  
Trade U n ion is t s  (ACTU) in 1939, and they  combined a d i s t i n c t  f o r c e  
s e p a r a t e  from th e  Unity caucus.  Addes, a C a t h o l i c ,  denounced the  
ACTU. Exper ts  w i th i n  C a th o l i c  p a r i s h e s  t r a i n e d  ACTU members in p a r ­
l i am en ta ry  o rd e r  and o b s t r u c t i o n i s t  t e c h n iq u e s .  They a l s o  s tu d ie d
IQpapal e n c y c l i c a l s  on l a b o r .  Addes might  have bea ten  Reuther ,  but  
remained always a s e c r e t a r y - t r e a s u r e r ,  neve r  a P r e s i d e n t .
By August ,  1941, a t  t h e  UAW Convention in B u f f a l o ,  R e u th e r ' s  
am bit ions  showed c l e a r l y ,  s a id  Addes,  and Wal te r  became Vice P r e s i ­
den t  under R. J .  Thomas as P r e s i d e n t  and Addes as S e c r e t a r y - T r e a -  
20s u r e r .  R e u t h e r ' s  fo l low ing  c o n s i s t e d  o f  some " S o c i a l i s t s  . . . 
non p o l i t i c a l  c e n t r i s t s ,  and a very  powerful  r i g h t  wing l e d  by . . . 
th e  ACTU." Addes'  fo l l o w e r s  a t  t h a t  t ime were long t ime m i l i t a n t s  
who re s e n te d  army i n t e r v e n t i o n  in l a b o r  d i s p u t e s .  Communists and 
Radical  S o c i a l i s t s .  Some non p o l i t i c a l  p r o g r e s s i v e s  remained with  
Addes.
Fac t iona l  disharmony emerged in t h r e e  c r u c i a l  s t r u g g l e s  in 
1941. F i r s t ,  t h e  U.S. Army and some UAW le a d e r s  go t  a i r c r a f t  w i l d ­
c a t  s t r i k e r s  back to  work, and Reu ther  a t  t h e  convent ion  sought  to  
expel t h e i r  l e a d e r .  Lew Michener.  R e b e l l i o u s  Michener was an execu­
t i v e  board member. Although few union convent ion  d e l e g a t e s  openly 
advocated w i l d c a t  s t r i k e s ,  they  probab ly  s e c r e t l y  admired Michener
54
because h i s  a c t i o n s  reminded them o f  o r i g i n a l  union m i l i t a n c e  in  th e  
1930' s .  A c l o s e  vo te  favored  Addes'  f a c t i o n  and prevented  M ichener 's  
ex p u l s io n .  However, the  c l o s e  vote  a l s o  r e v e a l e d  Reuther as "a com­
p e t e n t  o p p o s i t i o n  g e n e r a l . "
Second,  Reu ther  t r i e d  to  use d e l a y in g  t a c t i c s  to  p reven t  s e a t ­
ing th e  A l l i s -C h a lm e rs  union d e l e g a t i o n ,  whom he cons idered  Commun­
i s t s .  Addes t o l d  d e l e g a t e s  t h e i r  c o n s t i t u t i o n  d id  no t  p reven t  o f f i c e -  
ho ld ing  on the  grounds o f  e i t h e r  p o l i t i c a l  o r  r e l i g i o u s  a f f i l i a t i o n ,  
and he won th e  s t r o n g  p o i n t .
The am bi t ious  redhead l o s t  t h e  f i r s t  two i s s u e s ,  but  h i s  f a c ­
t i o n  won a t h i r d .  They proposed a c o n s t i t u t i o n a l  amendment to  p ro ­
h i b i t  Communists from ho ld ing  l e a d e r s h i p  p o s i t i o n s .  They worded i t  
t o  p r e v e n t  only  Communists, n o t  S o c i a l i s t s  o r  C a t h o l i c s ,  from UAW 
o f f i c e s .
The two f a c t i o n s  a l s o  d i s a g r e e d  on how t o  approach World War 
I I .  Addes ga ined  su p p o r t  from CIO P r e s i d e n t  John L. Lewis when he 
f i r s t  led  UAW members t o  oppose involvement in  th e  war in  1939. 
Reu ther  and P r e s i d e n t  Rooseve l t  leaned  toward involvement.  The 
P r e s i d e n t ' s  l a b o r  a l l y  advoca ted  immediate c onve rs ion  o f  the  auto  
i n d u s t r y  t o  war p ro d u c t io n  and i n c r e a s e d  a i d  t o  B r i t a i n .
UAW Communists, Reu ther  and Addes ' c o a l i t i o n  l a t e r  t o g e t h e r  
promoted a l a b o r  movement u n i t e d  t o  win t h e  war a t  a l l  c o s t s  in th e  
" v i c t o r y  th rough  e q u a l i t y  o f  s a c r i f i c e "  program. When Reuther con­
s i d e r e d  r e s c i n d i n g  th e  no s t r i k e  war p le d g e ,  Addes ' group accused 
him o f  f o l lo w in g  John L. Lewis '  " s t r i k e  and t h e  war-be-damned" 
p o l i c y . 22
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Addes c a l l e d  f o r  i n c e n t i v e  pay p lans  to  promote war e f f o r t s .
23Reuther  opposed th e  i d e a ,  and won rank and f i l e  s u p p o r t .  He a l s o  
ga ined  p u b l i c i t y  in  t h e  s p r in g  o f  1943 by t a k in g  250 shop stewards  
t o  a "mock boot  camp" in  In d ian a .  They dug t r e n c h e s ,  paddled  a s ­
s a u l t  boa ts  and performed o t h e r  m i l i t a r y  d u t i e s  which might  help in
24
th e  p i c k e t  l i n e s  a f t e r  t h e  war.
In l a t e  1943, Addes t r i e d  t o  a c t  f i r s t  and p la c e  R e u th e r ' s  
f a c t i o n  in an e m b a r ra s s in g  p o s i t i o n .  Addes s u g g e s te d  in f o r m a l ly  to  
h i s  own group t h a t  two members could be added t o  t h e  Execu tive  
Board,  a b lack  and a woman, t o  be e l e c t e d  a t  l a r g e  from among union­
iz e d  workers .  Through h i s  p r o p o s a l ,  he appeared  e i t h e r  t o  champion 
m i n o r i t i e s  o r  admit  t h a t  h i s  own board  members d id  n o t  speak  e f f e c -  
t i v e l y  f o r  m i n o r i t i e s .  Reuther  won th e  v ice  p r e s id e n c y  again  and
n c
pla ced  h i s  men a g a i n s t  a l l  b u t  l e a d e r s  Thomas and Addes.
Before th e  n e x t  c o n v e n t io n ,  Reuther  ga ined  c o n s t a n t  p u b l i c i t y .  
He p r o t e s t e d  government agency a c t i o n s - - t h e i r  wage c e i l i n g s ,  u n s a t i s ­
f a c t o r y  p r i c e  c o n t r o l ,  and i n a c t i v i t y  on housing s h o r t a g e s .  He a l s o
27s a i d  employers go t  a c t i v e  u n i o n i s t s  d r a f t e d  as " n o n - e s s e n t i a l  l a b o r . '
At th e  1944 Convention P r e s id e n t  R. J .  Thomas sough t  R eu the r ' s  
s u p p o r t  when he a p p o in ted  him chairman o f  the  GM D epar tm ent,  a very 
im p o r ta n t  p o s t .  Execu t ive  board members r e j e c t e d  t h e  c h o ic e  but  
Thomas o v e r r u l e d .  The UAW P r e s i d e n t  o f  1944 r e c a l l e d  t h a t  h is  
f r i e n d s  f e a r e d  t h e  a p p o i n te e  would t r y  to  undermine him. Thomas
28admired h i s  nominee ' s  f i r s t h a n d  e x p e r i en ce  in t h e  e a r l y  s t r i k e s .  
E v e n t u a l l y ,  Thomas' f r i e n d s  proved c o r r e c t .
Reuther renewed h i s  r e p u t a t i o n  f o r  s t r i k e  a c t i v i s m  in  1945-46,
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dur ing  th e  113 day GM-UAW sk i rm i sh .  I t  was a new kind o f  s t r i k e .  
P r e v io u s ly ,  d e s p e r a t i o n ,  poor working c o n d i t i o n s ,  low pay and th e  
d e s i r e  f o r  union r e c o g n i t i o n  caused l a b o r  u n r e s t .  Now, the  am bi t ious  
GM Department C h ie f  focused on h i s  economic arguments.  The company, 
he a rgued ,  cou ld  pay UAW workers a dese rved  30 p e r c e n t  wage r a i s e  
t o  meet l i v i n g  c o s t  i n c r e a s e s .  B e t t e r  pay ,  spread  th roughou t  t h e
29n a t i o n ,  would l e a d  to  h ig h e r  p ro d u c t io n  and more abundance f o r  a l l .  
O ther  p o s s i b l e  l e a d e r s  d id  n o t  g ra s p  t h e i r  o p p o r t u n i t i e s  as Reuther  
d i d .  UAW P r e s i d e n t  Thomas b lundered  when he began a "back to  work" 
movement. Richard  Frankensteen  was w i th  Hollywood s t a r s  in sunny 
C a l i f o r n i a  w h i le  workers manned p i c k e t  l i n e s  in M ich igan 's  i c y  w in t e r  
t e m p e ra tu r e s .  Thomas, Addes and F rankens teen  opposed th e  s t r i k e  be­
cause  r e - t o o l i n g  was no t  y e t  comple te  and the  s t e e l  supply  was i n -
30adequa te .  A s t r i k e  meant l e s s  t o  a c o r p o r a t i o n  in  t h i s  s i t u a t i o n .
R e u t h e r ' s  r e p u t a t i o n  f a l t e r e d  when the  UAW s e t t l e d  f o r  18.5
c e n t s  in March, 1946, fo l lowing  th e  p a t t e r n  in s ev e ra l  o t h e r  key
i n d u s t r i e s .  The f i g u r e  f e l l  f a r  below th e  30 p e rc e n t  he o r i g i n a l l y
sugges ted  as w ell  as  the  19.5 c e n t s  Truman's  f a c t  f i n d i n g  board
01
recommended e a r l i e r  and the  UAW l e a d e r  disavowed.
R e u t h e r ' s  f u t u r e  looked b leak  i n  1946,  and many d e s e r t e d  him. 
Thomas and Addes he ld  th e  two most im p o r ta n t  union p o s t s ,  and con- 
t r o l e d  a m a j o r i t y  o f  the  Executive Board.  Addes s t i l l  b e l i e v e d  h i s  
Communist a l l i e s  wanted l a b o r  o r g a n i z a t i o n ,  as everyone d id .  They 
d id  no t  in  any case  c o n t ro l  union a f f a i r s ,  he s a i d .  R e l a t i o n s  be­
tween th e  U.S. and the  U.S.S.R.  d e t e r i o r a t e d ,  and UAW members and 
o t h e r s  t i r e d  o f  CP r h e t o r i c .  Reu ther  and h i s  s u p p o r te r s  heck led
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oo
Communists. Meanwhile John Anderson rounded up i n f l u e n c e  f o r  
R eu ther ,  i r o n i c a l l y  g a in in g  f o r t y - f o u r  convent ion d e l e g a t e  vo te s  in 
1946 from among SWP members. Anderson thought Reuther  to ok  a b e t -
3 0
t e r  s t a n d  than  R. J .  Thomas in  t h e  1946 s t r i k e .
In n i g h t  caucus s e s s i o n s ,  R e u th e r ' s  speeches  and jo b  o f f e r s  
won many c o n v e r t s . ^ *  Thomas l a t e r  determined he l o s t  because  he 
"never  made any a t tem p t  to  form a cauc us . "  He e x p la in e d  t h a t  he 
t r i e d  t o  u n i t e  f a c t i o n s  as Addes '  and R e u th e r ' s  p o l i t i c k i n g  c r e a t e d  
them.35
Addes s a i d  Reuther proposed  to  him a Thomas-Addes-Reuther 
r ace  f o r  UAW P res idency .  They expec ted  Thomas would l o s e  such a 
r a c e .  Reuther sugges ted  t h a t  he and Addes ag ree  to  s u p p o r t  whoever 
l o s t  t h e  run o f f  between them, f o r  S e c r e t a r y - T r e a s u r e r .  Addes r e ­
fused  and t o l d  Reuther ,  " I 'm  committed to  Thomas . . .  I t h i n k  we
ought  t o  g ive  him a n o th e r  chance.  I know h e ' s  n o t  t h e  s m a r t e s t
36
guy in t h e  w o r ld ,  W a l te r ,  b u t  I 'm  committed."  When he r e f u s e d  to  
"make any d e a l s "  w i th  Reu the r ,  t h e  l a t t e r  made the  exchange appear  
as though Addes r e a l l y  wanted t o  d e s e r t  R. J .  Thomas f o r  h i s  own 
hard w ork ing ,  e f f i c i e n t  s e l f .
In t h e  f i n a l  hours o f  t h e  1946 e l e c t i o n ,  Reuther  s e n t  p e r ­
suaders  to  h o t e l s ,  barrooms and even ra i lw ay  s t a t i o n s  to  make s u re  
no p o s s i b l e  s u p p o r t e r s  e scaped .  He needed more t ime than  th e  two 
hour r o l l  c a l l  al lowed to  win non-committed d e l e g a t e s .  He q u es t io n ed  
an un im por tan t  c o n s t i t u t i o n a l  p o i n t  to  c r e a t e  t h e  needed d e l a y .  Op­
ponen ts  were o b l i v io u s  to  h i s  p l o t .  Thomas t a l k e d  about  t h e  i s s u e  
r a i s e d ,  and R e u t h e r ' s  p l a n te d  s p e a k e r  a l so  took th e  f l o o r .  The non­
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smoker peered through th e  smoke f i l l e d  room, and kep t  h is  eye on 
th e  doors .  He determined when enough o f  h i s  men came in and then 
y i e l d e d  the  p o in t .  Addes and R. J .  Thomas i n t e r p r e t e d  t h i s  as a 
v i c t o r y  f o r  them, bu t  th e  r o l l  c a l l  recorded  a Reuther  p res idency
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by a narrow 124 vo te s  o u t  o f  8,764 c a s t .
Reuther r e p l a c e d  Thomas, who accep ted  a s t e p  down to  the  
Vice Pres idency .  Richard Leonard was Second Vice P r e s id e n t .  Addes 
won h i s  t e n th  term as S e c r e t a r y - T r e a s u r e r .  All bu t  Emil Mazey and
a few o th e r s  on th e  newly e l e c t e d  Execu tive  Board backed the  Thomas-
38Addes-Leonard f a c t i o n .
A f t e r  the  1946 e l e c t i o n ,  the  UAW tu rned  i n t o  "a huge in d u s ­
t r i a l  un ion ,  run l i k e  a well  o i l e d  machine,"  one member r ecoun ted .  
The new P r e s id e n t  observed  " eve ryone ' s  comings and go in g s . "  He
found ou t  who a t e  lunch t o g e t h e r  and who shared  r i d e s .  Members be-
39came d i s c r e e t  about  e x p re s s in g  t h e i r  sympath ies .
Cost  o f  l i v i n g  and p r o d u c t i v i t y  i s s u e s  mingled with  f a c t i o n a l  
s t r i f e ,  th roughout  t h e  n e x t  y e a r  and a t  the  November, 1947 A t la n ­
t i c  City  Convention. Reuther  opponents charged t h a t  he served  man­
agement when he proposed in c re a s e d  p r o d u c t i v i t y ,  then  a s h a r in g  o f  
p r o d u c t i v i t y  ga ins  between h ig h e r  wages f o r  the  l a b o r e r ,  lower
40p r i c e s  f o r  the  consumer and more take  home p r o f i t s  f o r  th e  company. 
C r i t i c s  s a id  t h i s  would "sweat h ighe r  p roduc t ion  ou t  o f  the  work­
e r s  . . . "  and "hand o u t  some crumbs in h ig h e r  wages" while  c o rp o r ­
a t i o n s  p r o f i t e d . R e u t h e r  denied th e  charge and po in ted  ou t  t h a t
42i n d u s t r y  could r a i s e  wages ou t  o f  p r e s e n t  p r o d u c t i v i t y .
He a l so  c u t  s h o r t  a g ra s s  r o o t s  p o l i t i c a l  c h a l l e n g e  from th e
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fo l low ing  f i v e  UAW lo c a l  p r e s i d e n t s  from F l i n t ' s  GM p l a n t s :  C ha i r ­
man, F ranc i s  R. "Jack" Palmer,  o f  Local 659;  Joe B e r ry ,  Buick 699;
Bob C a r t e r ,  A.C. Sparkplug 651; Lar ry  Finnan ,  F i s h e r  Body 581; and 
Bi l l  Conna l ly ,  F i s h e r  Body 598. They r e p r e s e n t e d  abou t  f i f t y  thou­
sand w o rk e r s ,  d id  n o t  belong to  e i t h e r  Communist o r  S o c i a l i s t  Par­
t i e s ,  and f e a r e d  R e u t h e r ' s  power over  workers .  In December, 1947, 
th e  Five proposed a 25 c e n t  hou r ly  wage i n c r e a s e  to  make up f o r  the  
p r i c e  i n c r e a s e s  s in c e  th e  l a s t  n e g o t i a t i o n s  in May, 1947, and f o r  
q u a r t e r l y  ad ju s tm en t  acc o rd ing  t o  t h e  BLS in d e x ,  and f o r  a n e g o t i a t e d  
wage f l o o r .
Chairman Palmer knew th e  e s c a l a t i o n  exper iment  had mixed r e ­
s u l t s  in some o i l  company c o n t r a c t s  a f t e r  World War I I .  He remem­
bered  g e t t i n g  id e as  about  e s c a l a t i o n  from th e  SWP p a p e r .  The Mi 1i - 
43t a n t . John Anderson,  who r a i s e d  th e  demand in va in  in th e  1947 
UAW co n v e n t io n ,  a l s o  read  th e  Mi 1i t a n t  a r t i c l e s .  He s a i d  t h e  e s c a l a ­
t o r  c l a u s e  o r i g i n a t e d  w i th  Leon T r o t s k y ,  and was a p a r t  o f  t h a t  
t h e o r i s t ' s  t r a n s i t i o n a l  program from c a p i t a l i s m  to  s o c i a l i s m .
Palmer ,  who noted t h a t  workers  gained  more c o n c e s s io n s  when 
l e a d e r s h i p  e lem en ts  competed,  ran f o r  UAW P r e s i d e n t  on t h e i r  p ro ­
gram, and gave a r a d io  speech on th e  demands in J a n u a r y ,  1948. The 
Five r e c e iv e d  s o l i d  s u p p o r t  a t  o nce ,  which " s t a g g e re d  t h e i r  imagina­
t i o n s . "  A D e t r o i t  News l a b o r  w r i t e r  c a l l e d  a t t e n t i o n  t o  t h e i r  
campaign in a Sunday pape r  because  he though t  i t  h i n t e d  R e u t h e r ' s  
1948 n e g o t i a t i o n  demands. Reu ther  rushed  t o  F l i n t  t o  speak o u t  
a g a i n s t  t h e  group and t h e i r  i d e a s .
He s t a t e d  t h a t  th e  p o l i c y  c o n t r a d i c t e d  p r e v io u s  conven t ion
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d e c i s i o n s  o f  th e  CIO, UAW E xecu t ive  Board,  UAW Po l icy  Committee and 
GM Counci l .  T he i r  campaign u p s e t  a dem ocra t ic  d e c i s i o n ,  he d e c l a r e d ,  
and i t  confused  th e  UAW as i t  went  o u t  to  f i g h t  GM a t  t h e  b a rg a in in g  
t a b l e . R e u t h e r  a l s o  p o in ted  o u t  t h a t  the  Oil Workers I n t e r n a t i o n a l  
Union planned to  end th e  s h o r t  te rm e s c a l a t i o n  exper im en t  they  had 
c o n t r a c t e d  w i th  th e  S i n c l a i r  Oil Company because members f e a r e d  c u t s  
and f avo red  f l a t  wage i n c r e a s e s . T h e  UAW Chie f  opposed e s c a l a t i o n  
on th e  fo l low ing  bases :  i t  f r o z e  workers  l i v i n g  s t a n d a r d s ,  i t  could
n o t  be a p p l i e d  j u s t  in i n f l a t i o n ,  and i t  p reven ted  workers from g a i n ­
ing in case  p r o s p e r i t y  l a s t e d  l o n g e r  f o r  t h e  au to  companies than the
48genera l  range o f  i n d u s t r i e s .
Palmer r e p l i e d  t h a t  Reu ther  opposed wage e s c a l a t i o n  to  r i d  th e
UAW o f  t h e i r  o p p o s i t i o n .  Although none o f  them were Communists,
"Reuthe r  quoted  from the  CP p a p e r ,  and then from my r a d i o  a d d r e s s ,
and then  s a i d ,  'These a r e  th e  peop le  who a r e  t r y i n g  to  d e s t r o y  our
u n i o n , ' "  Palmer r e c a l l e d .
In f a i r n e s s  to  the  v i c t o r ,  opponents probably  used "Reuther-
b a i t i n g "  du r ing  t h i s  p e r i o d .  In a l e t t e r  to  UAW members t h e  UAW
P r e s i d e n t  answered charges  t h a t  he was big b u s i n e s s '  a l l y ,  a champion
o f  t h e  T a f t - H a r t l e y  Act and a p roponen t  o f  speed-up in  th e  f a c t o r i e s .
He s a i d  he r e fu s e d  to  c a l l  names o r  s l i n g  mud, bu t  needed to  c l a r i f y
t h e  f a l s e  cha rges .  In any c a s e ,  he reminded members how Communists
50s u p p o r te d  t h e  Addes-Thomas-Leonardites  in th e  cases  he brought up.
This f a c t i o n  scored  a p o i n t  when Reuther  sought  and f a i l e d  
to  g e t  th e  removal o f  l e f t i s t  I r v i n g  R ic h t e r  a t  a March,  1947 Execu­
t i v e  Board meet ing.  Reu ther  accused  the  UAW l o b b y i s t  o f  d i s l o y a l
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a c t i v i t i e s ,  and r e p o r t e d ly  t o l d  o f f i c e r s  in c losed  s e s s i o n :  "There
i s  a w i tc h  hun t  on ( in  Washington).  Before i t  i s  o v e r ,  I suppose
I ' l l  be k icked around and everyone in t h i s  room w i l l  be kicked 
51a round ."  The board kep t  R ic h te r  because they  cou ld  n o t  s u b s t a n t i ­
e l
a t e  d i s l o y a l t y  cha rges .
Also in  e a r l y  summer, 1947, Reuther  d i s a b l e d  W isc o n s in ' s  
l a r g e s t  l o c a l  union a t  A l l i s -C h a lm e rs  Company. Local p r e s i d e n t ,  
Harold C h r i s t o f e l l ,  and o t h e r s  were e i t h e r  CP members o r  c l o s e l y  
a l l i e d  t o  t h e  p a r t y .  The UAW P r e s i d e n t  a l l e g e d l y  ended th e  s t r i k e  
when he met w i th  th e  company p r e s i d e n t .  The loca l  union l e a d e r s  
l o s t  t h e i r  jo b s  and the  r e s u l t a n t  agreement d i s s a t i s f i e d  many.
At about  th e  same t im e ,  n i n e t y  thousand Farm Equipment Work­
e r s  (FE) proposed a merger with  t h e  UAW. They asked to  ap p o in t  
c e r t a i n  r e p r e s e n t a t i v e s  Execu tive  Board members, and t o  s e a t  d e l e ­
g a t e s  in  th e  upcoming f a l l  c o nven t ion .  The CP s t r o n g l y  i n f lu e n c e d
CO
FE members. Reuther  claimed the  merger proposal  was u n c o n s t i t u ­
t i o n a l .  I t  would make th e  FE a union w i th in  a un ion ,  g u a ra n te e  jobs
f o r  t h e i r  s t a f f ,  and o f f e r  o t h e r  s p e c i a l  p r i v i l e g e s .  The CIO r e -
54j e c t e d  i t ,  as  th e  Addes f a c t i o n  a n t i c i p a t e d .  The l a t t e r  agreed 
to  submit  t h e  i s s u e  to  a vo te  by a l l  loca l  un ions .  U n i o n i s t  John 
Anderson th o u g h t  t h i s  gave Reuther  a chance to  r e d b a i t .  The ACTU 
helped  him. Loca ls  voted "no" on t h e  p roposa l .
S t a t e  and f e d e ra l  laws in 1947 r e s t r i c t e d  Communists s e v e r e ­
l y ,  which a ided  R e u th e r ' s  s t r a t e g y .  Michigan' s  Cal lahan  Law, passed 
on June 6 ,  1947, r e g u la t e d  fo r e ig n  agenc ies  w i th in  t h e  s t a t e .  Such 
agenc ie s  had to  s t a t e  t h e i r  a c t i v i t i e s ,  income, e x p e n d i tu r e s  and
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o t h e r  in fo rm a t io n  f o r  M ich igan ' s  a t t o r n e y  g e n e r a l . T h e  T a f t - H a r t l e y  
A c t ,  which went i n t o  e f f e c t  in  August ,  1947, r e q u i r e d  union members 
to  s ig n  an a f f a d a v i t  t h a t  th e y  were n o t  Communists, and d id  n o t  ad­
voca te  t h e  v i o l e n t  over throw o f  th e  government.
UAW member John Anderson r e l a t e d  t h a t  one hundred thousand 
au to  workers  l e f t  t h e i r  jo b s  and marched to  D e t r o i t ' s  C a d i l l a c  
Square to  p r o t e s t  th e  e n t i r e  la w ,  fo l low ing  a UAW Executive  Board 
o r d e r .  Not a l l  were angry  abou t  th e  Communist a f f a d a v i t .  Some d i s ­
l i k e d  o t h e r  a s p e c t s  o f  th e  law. A few l o c a l s ,  which W al te r  Reuther  
e v i d e n t l y  i n f l u e n c e d ,  remained a t  work. P r o t e s t o r s  l a t e r  r e c e iv e d  
d i s c h a r g e s  and p e n a l t i e s .  Anderson s a i d  someone s t a r t e d  a v ic io u s  
rumor t h a t  he t r i e d  to  s t r i k e  h i s  personne l  manager when he l e f t  f o r  
th e  r a l l y .  UAW o f f i c i a l s  g o t  t h e  men back t o  work w i th o u t  much pen­
a l t y ,  b u t  Anderson s a i d :  "Here was a n o th e r  reminder  to  a l l  o f  us o f
t h e  l e f t  t h a t  we no lo n g e r  had a union t h a t  would defend  us as union 
members." R e u th e r ' s  group b id  f o r  f a v o r i t i s m  w i th  GM and th e  p u b l i c
p r e s s  and wanted to  appear  t o  be r e s p e c t a b l e  l a b o r  s t a t e s m e n ,  he 
57charged .  Opponents s e n t  a t e l e g ra m  asking  board members t o  cen­
s u re  Reuther  because  he " b e t r a y e d  h i s  high  o f f i c e ,  maligned fe l low  
o f f i c e r s ,  j e o p a r d i z e d  hard-won UAW economic r i g h t s  and p u b l i c l y  
championed th e  T a f t - H a r t l e y  law."^®
CIO P r e s id e n t  P h i l i p  Murray and AFL P r e s i d e n t  Wil l iam Green 
backed Addes a g a i n s t  T a f t - H a r t l e y  compliance.  They r e s e n t e d  the  
r eq u i r e m e n t  t h a t  members vow th e y  were n o t  Communists. I f  a union 
d id  n o t  comply,  i t  l o s t  NLRB s e r v i c e s . A d d e s  c o n s id e re d  th e  law 
u n c o n s t i t u t i o n a l .  He e x p l a i n e d ,  " I f  they  would have s a i d  ' I n d u s t r y ,
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you  t e s t i f y  t o  th e  f a c t  they  you a r e  o r  a r e  not  Communist, and l a b o r ,  
you do l i k e w i s e , '  I p robably  would have s a i d ,  'There  i s  n o th in g  wrong 
wi th  t h i s  p o l i c y '  . . . bu t  they  were p ick ing  on labor."®®
Legal e x p e r t s  helped Reuther  f in d  a means t o  p r e s s u r e  th e  UAW 
Executive Board m a jo r i t y  to  comply. He to l d  UAW members t o  send an 
i n t e n t  t o  comply s t a t e m e n t  to  t h e  NLRB. This induced th e  Board to  
con t inue  h o ld in g  hearings and e l e c t i o n s  f o r  the  UAW, and he lped  mem­
b e r s  w i th  pending ca se s .  They could  o b j e c t  to  th e  l a w ' s  " c o n s t i t u ­
t i o n a l i t y ,  v a l i d i t y  and a p p l i c a b i l i t y "  a t  th e  end o f  t h e i r  i n t e n t  to
comply forms.  He promised to  f u r t h e r  take  up accep tance  o r  r e j e c t i o n
fil
o f  t h e  law a t  t h e  upcoming conven t ion .
Again ,  t h e  UAW c h i e f  won. Members assumed t h a t  th o s e  who 
would not  s ig n  T a f t - H a r t l e y  a f f i d a v i t s  were Communists, who could  
no t  run f o r  UAW o f f i c e .  In t h i s  manner, the  law helped Reuther  con­
t r o l  l e a d e r s h i p  p o s i t i o n s .  The House Un-American A c t i v i t i e s  Committee 
supoenaed w i t n e s s e s  and sought t h e i r  a f f i l i a t i o n s .  Many r e c e iv e d  l e t ­
t e r s ,  v i s i t s  o r  i n q u i r i e s  from t h e  U.S. Immigrat ion Department or  
Federal  Bureau o f  I n v e s t i g a t i o n .  Sometimes o f f i c i a l s  a s k e d ,  " I f  you
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a r e  n o t  a Communist, why d o n ' t  you suppo r t  W al te r  Reuther?"
"Resent  and R e jec t  Communism," was a Reuther s logan a t  the
C O
1947 conven t ion  which most o f  t h e  two thousand d e l e g a t e s  applauded.
One o f  t h e  most  well  known UAW Communists was Nat Ganley,  who ad­
m i t t e d  t h a t  t h e  " r e d b a i t e r ' s "  opponents harmed themselves .  Ganley 
thought Addes d id  no t  respond a d eq u a te ly  to  economic c o n d i t i o n s  and 
R . J .  Thomas appo in ted  too many Reuther backers  t o  union p o s t s .
V i c t o r  Reuther  judged t h a t  h i s  b r o th e r  c a p i t a l i z e d  on union
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p o s i t i o n s  he c o n t r o l l e d .  The d i r e c t o r  o f  p u b l i c a t i o n s ,  who e d i t e d  
the  union n e w s l e t t e r s ,  was a Reuther  man. V ic to r  d i r e c t e d  th e  Edu­
c a t io n  Department.  His s t a f f  t r a i n e d  lo c a l  l e a d e r s  who took W a l t e r ' s  
p lans  d i r e c t l y  t o  t h e  rank and f i l e  and pu t  them in a f a v o r a b l e  
l i g h t .  At th e  Cleveland  UAW Educa t iona l  Conference in  1947,  both 
Addes and Wal te r  Reuther  spoke.  " I t  was a psycho log ica l  t u r n i n g  
p o in t  . . . "  V ic t o r  ju dged ,  "From t h a t  p o i n t  on ,  th e  f o r c e s  t h a t  op­
posed the  o ld  l e a d e r s h i p  in the  union had new conf idence ."®^ Leonard 
Woodcock, l a t e r  UAW P r e s i d e n t ,  viewed th e  1947 Convention and t h e  FE 
merger c o n t ro v e r s y  as the  t u r n i n g  p o i n t  where th e  membership " j u s t  
had to  r e s o lv e  . . . the  naked power s t r u g g l e "  t h a t  evolved.®®
By th e  end o f  1947, R e u t h e r ' s  power looked s e c u re .  He won over  
twenty o f  t h e  twenty-two Execu tive  Board Members, and ga ined  p ro p o r ­
t i o n a t e  p o p u l a r i t y  among th e  rank and f i l e . ® ^  The o p p o s i t i o n  caucus  
d ied  o u t ,  as  i t s  l e a d e r s  went e l s e w h e re .  Addes l o s t  h i s  usual  p o s t ,
and went i n t o  t h e  n ig h t c l u b  b u s i n e s s .  R. J .  Thomas, and l a t e r  Richard
fiR
Leonard,  took minor  jobs  with  th e  CIO.
The new UAW r u l e r  sco lded  au to  company managements. They had 
" b e t t e r  g e t  o u t  o f  th e  h a b i t  o f  t r y i n g  t o  e x p l o i t  the  f a c t i o n a l  d i ­
v i s i o n s  o f  t h i s  union because  t h e r e  wi l l  be no f a c t i o n a l  d i v i s i o n s  
. . .  in  th e  f u t u r e , "  he warned.  He a l s o  cau t ioned  would be UAW 
opponen ts ,  t h a t  " nam e-c a l l ing  wi l l  n o t  reduce the  high c o s t - o f -  
l i v in g . " ® ^
A f t e r  t h e  A t l a n t i c  C i ty  Conven t ion ,  a com para t ive ly  u n i f i e d  
UAW a s s e s s e d  i t s  r e s o u r c e s .  Newly e l e c t e d  S e c r e t a r y - T r e a s u r e r  Emil 
Mazey r e p o r t e d  a $330,000 s u r p lu s  in  th e  f i r s t  t h r e e  months o f  o f f i c e .  
In Ja n u a ry ,  1948,  th e  s t r i k e  fund approached $750,000.  Mazey c a l l e d
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i t  inadequate  and c a l l e d  f o r  $5-6 m i l l i o n  t o  s t r e n g t h e n  t h e i r  b a r ­
ga in ing  p o s i t i o n .  At t h e  end o f  March, members pa id  $1 y e a r l y  dues 
and s t r i k e  funds nea red  $2 m i l l i o n . ^ ^
Jack L i v in g s to n  thought they  cou ld  n o t  b o a s t  o f  s t r e n g t h  a t  
th e  1948 n e g o t i a t i o n s .  Not a l l  GM p l a n t s  were y e t  o r g a n i z e d . B e ­
tween February  9 and March 21 o f  t h a t  y e a r ,  the  UAW membership d r iv e  
combed th e  c o u n t ry .  They hoped a l l  GM workers covered  by UAW a g re e ­
ments would j o i n  t h e  union.  N ational  and lo c a l  union l o t t e r i e s  p ro ­
vided i n c e n t i v e .  The d r iv e  in GM p l a n t s  g leaned  tw e n t y - f i v e  to  t h i r t y
72thousand new members. Some GM workers s t i l l  had n o t  recove red  from 
the  113 day s t r i k e  o f  1946, and asked t h a t  a c o s t l y  s t r i k e  "guinea
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pig" r o l e  go t o  o t h e r  than GM workers .  George M ere l l i  concluded
t h a t  th e  s t r i k e  proved to  p rev ious  d i s b e l i e v e r s  a t  GM t h a t  t h e  UAW
gained worker l o y a l t y . ^ ^
The l a r g e s t  U.S. i n d u s t r i a l  union h i n t e d  o f  i t s  emergent
f o r c e f u l n e s s  in  American p o l i t i c s  in  1948,  a p r e s i d e n t i a l  e l e c t i o n
y e a r .  The T a f t - H a r t l e y  Act p r o h i b i t e d  union p o l i t i c a l  c o n t r i b u t i o n s
to  f e d e ra l  o f f i c e  s e e k e r s ,  bu t  the  u n i o n ' s  P o l i t i c a l  Act ion Committee
(PAC) d i s c u s s e d  i s s u e s  and backed f a v o r i t e  c a n d i d a t e s .  R e u t h e r ' s
opin ions  ga ined  na t ionw ide  a t t e n t i o n ,  as workers p robab ly  sought  h is
d i r e c t i o n s .  In e l e c t i o n  y e a r ,  th e  UAW P r e s i d e n t  blamed bo th  Repub-
75l i c a n s  and Democrats f o r  government f a i l u r e  to  curb  i n f l a t i o n .
He a l s o  downgraded t h i r d  p a r t y  P r o g r e s s i v e  c a n d id a te  Henry
Wallace as a " l o s t  s o u l . "  The CP s a t i s f i e d  W a l la c e ' s  ego and p ro ­
vided him podium, aud ience  and a p p l a u s e ,  Reuther  e x p l a i n e d . I f  
th e  Democrats chose Truman a g a i n ,  Reu ther  would probab ly  vo te  f o r
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him, bu t  he b e l i e v e d  t h a t  "Truman i s  h o p e l e s s l y  inadequa te .  I s t i l l  
hope some competen t  man l i k e  Eisenhower wi l l  be nominated by th e  
Democr a t s . Mi chi gan ' s  Democratic P a r ty  was weak and d i s o r g a n i z e d ,  
and th e  GOP dominated a f f a i r s  in e a r l y  1948. James Hoffa used Team­
s t e r  Union funds  to  c o n t ro l  M ich igan 's  Democratic Par ty  machinery .  
H o f f a ' s  lawyer and p a r t n e r ,  George F i t z g e r a l d  became th e  Michigan 
N ational  Democrat ic  Committeeman. This  gave Hoffa i n f l u e n c e  in f e d ­
e r a l  p a t rona ge  in Michigan w h i le  Democrats r u l e d  in Washington,  D.C. 
Another  Hoffa lawyer  was Michigan Democrat ic  Chairman. Reuther  and 
h i s  a l l i e s  l a t e r  c o u n t e r a t t a c k e d .  From Wayne County, where UAW mem­
b ers  and wives accounted  f o r  60 p e r c e n t  o f  r e g i s t e r e d  v o t e r s ,  came 
40 p e r c e n t  o f  t h e  Michigan d e l e g a t e s  t o  t h e  Democrat ic conven t ion .
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The UAW p o t e n t i a l  f o r  p o l i t i c a l  i n f l u e n c e  became e s p e c i a l l y  appa re n t .
I r o n i c a l l y ,  the  man whose ascendency in  the  UAW c r e a t e d  more 
o r d e r  missed most o f  t h e  b a rg a in in g  which led  to  t h e  famous c o n t r a c t .
On Apr i l  20 ,  1948,  Wal te r  Reuther  came home l a t e  from an Executive  
Board meet ing a t  D e t r o i t ' s  Book-Cad i l lac  H o te l .  At about  9:45 p.m. 
as he spoke w i th  h i s  w i f e ,  f o u r  twelve gauge shotgun b l a s t s  r ipped  
through t h e i r  back window, h i t t i n g  him in th e  r i g h t  arm and c h e s t .
He f e l l  t o  t h e  f l o o r  and h i s  w i fe  t r i e d  t o  a d m in i s t e r  f i r s t  a i d .  An 
ambulance rushed  him to  a D e t r o i t  h o s p i t a l  w h i le  p o l i c e  a t  t h e  scene  
took te s t im o n y  from w i t n e s s e s .  Three n e ighbor  boys s a id  the y  watched 
a man make a getaway in a 1947 o r  1948 maroon Ford sedan.  When i n t e r ­
viewed l a t e r  in  h i s  h o s p i t a l  room, Reuther  s a i d  he thought a Commun­
i s t ,  F a s c i s t ,  ag en t  f o r  management, o r  sc rew ba l l  p robably  s h o t  him, 
b u t  he d id  n o t  th in k  any i n t e r n a l  union m a t t e r  prompted i t .  "I used
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to  g e t  c rank  l e t t e r s ,  bu t  I have had no th ing  l i k e  t h a t  in  th e  l a s t
79s ev e ra l  y e a r s , "  he added.
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O f f i c i a l s  o f f e r e d  $112,600 f o r  the  c a p t u r e  o f  t h e  gunman. 
Communists complained t h a t  D e t r o i t  p o l i c e  q u e s t i o n e d  on ly  t r a d e  
u n i o n i s t s  r a t h e r  than  " p r o f e s s i o n a l  l a b o r  b a i t e r s  and employer s to o l
p ig e o n s . "  They a l s o  claimed t h a t  au to  baron propaganda c r e a t e d  red
81b a i t i n g  h y s t e r i a  a g a i n s t  th e  t h i r d  round wage d r i v e .  An unsuccess ­
fu l  a t t e m p t  on V ic t o r  R e u t h e r ' s  l i f e  on May 25 ,  1949,  a m p l i f i e d  the  
case f u r t h e r  and doubled reward money. Some ev idence  s ugges ted  a 
p l o t  by combined Communist and g a n g s t e r  f o r c e s .  Communists sought  
UAW power,  and t h e  D e t r o i t  underworld needed Red c o - o p e r a t i o n  to  main­
t a i n  l u c r a t i v e  au to  p l a n t  gambling r a c k e t s .  Cour ts  never  s u b s t a n -
Qp
t i a t e d  t h e s e  c h a rg e s .  A Senate  l a b o r  r a c k e t s  committee i n v e s t i g a ­
t i o n  in 1958 a l s o  came t o  a deadend.  The s t a t u t e  o f  l i m i t a t i o n s  in 
the  case  e x p i r e d  Apri l  20 ,  1968, making th e  g u i l t y  immune from p r o ­
s e c u t io n  i f  found.
Carl H a e s s l e r  r e c a l l e d  t h a t  " f o r  some y e a r s  i t  was im poss ib le  
to  say a n y th in g  a g a i n s t  t h e  Reuthers—no m a t t e r  how t r u e - - t h a t  would 
f i n d  genera l  c r e d a n c e , "  because  o f  th e  s h o o t i n g s .  Even from a hos­
p i t a l  bed ,  W al te r  gained power. V ic to r  th o u g h t  t h e  s h o o t in g  h inde red  
management in t h e  n e g o t i a t i o n s  as i t  martyred  W al te r  among UAW mem­
b e r s .  They would f i g h t  h a rd e r  i f  i t  came t o  a s t r i k e .  Labor r e ­
p o r t e r  Jack  C r e l l i n  s a i d  t h e  s h oo t ing  caused r e p o r t e r s  t o  n e g l e c t
84n e g o t i a t i o n s .
From h i s  h o s p i t a l  bed ,  th e  man who s t r a i g h t - a r m e d  h i s  way to
UAW c o n t ro l  i n s t r u c t e d  d o c to rs  to  improve th e  t r a c t i o n  p u l l i n g  h i s
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e n ca s ted  r i g h t  arm. The 1948 c o n t r a c t  s e t t i n g  he helped to  c r e a t e  
no t  ran  on i t s  own power.
Reuther  and Wilson,  who i n d i r e c t l y  in f lu en ced  these  n e g o t i a ­
t i o n s  even though they d id  n o t  meet  a c ro s s  t h e  ba rga in ing  t a b l e ,  
formed an unusual mutual adm ira t ion  s o c i e t y .  Unorthodox l e a d e r s  
w i th in  t h e i r  economic s p h e r e s ,  bo th  con s id e re d  broad q u es t io n s  o f  
American l i f e  and formulated  w e l l - p u b l i c i z e d  programs as t h e i r  o r ­
g a n i z a t i o n s  magnified t h e i r  n a t i o n a l  power.
The "gentleman" union l e a d e r  wanted GM to  be the  most p r o s ­
perous company in  the  auto i n d u s t r y  because  "noth ing  could be more 
a s i n i n e  than to  d e s t ro y  GM and d e s t r o y  th e  job  o p p o r t u n i t i e s  w i th
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GM." The company p r e s i d e n t  who took unusual i n t e r e s t  in worker 
w e l l -b e in g  made a f a m i l i a r  " fo o t - in -m o u th "  b lu n d e r  when he gave r e ­
p o r t e r s  t h i s  quo te :  "Reuther i s  a remarkable l e a d e r ,  a very v a l u ­
a b l e  man . . .  I cannot  t e l l  you how good a man he i s  because  h i s  
membership might  n o t  l i k e  i t .
The u n i f i e d  UAW which o p e ra t e d  w i th  b u s i n e s s l i k e  e f f i c i e n c y  
under  Reuther  met th e  top company in t h e  automobile o l i g o p o l y ,  whose 
p r e s i d e n t  p repared  to  i n t ro d u c e  a new method o f  wage d e t e rm in a t io n  
on a l a r g e  s c a l e .  Ear ly  au to  m a nufac tu re rs  s t r u g g le d  wi th  t e c h ­
nology i n  a com pe t i t ive  a tmosphere ,  b u t  by t h e  1930's  General Motors ,  
Ford and C hrys le r  emerged as th e  s t r o n g e s t ,  w i th  seven small com­
p a n ie s  seeking t h e i r  sha re  o f  t h e  market  t h e  "Big Three" dominated.  
They competed f o r  g r e a t e r  market  s h a r e s  as they  improved p r o d u c t s ,  
i n t ro d u c e d  new id e a s ,  a n t i c i p a t e d  consumer t a s t e s  and used a g g r e s s iv e  
a d v e r t i s i n g  and salesmanship .  V ic to ry  o r  d e f e a t  with  General Motors
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and Ford small  c a r  exper im en ts  could a l t e r  market  p o s i t i o n s .  Inde­
p e n d e n t s ,  l i k e  K a i s e r - F r a z e r  Company, might  have c u t  co n s id e ra b ly  
i n t o  th e  Big T h r e e ' s  dominance i f  they  had managed t h e i r  i n i t i a l  
in ves tm en t  w i th  more f o r e s i g h t .
Formal p r i c e  f i x i n g  was i l l e g a l ,  b u t  p r i c e  l e a d e r s h i p ,  with 
General Motors t h e  k ey s to n e ,  he lped  minimize p r i c e  c o m p e t i t io n ,  e s ­
p e c i a l l y  a f t e r  t h e  e a r l y  1950' s .  With about  40 p e r c e n t  o f  the  mar­
k e t ,  GM c a l c u l a t e d  new c o s t s  and s e t  new p r i c e s  t o  meet t h e i r  h i s ­
t o r i c a l  average  p r o f i t  margin a t  a s t a n d a rd  volume. The p r i c e  s e t ,  
C h ry s le r  and F o rd - -w i th  about  20 p e rc e n t  o f  th e  market  each—t r i e d  
to  match i t ,  b u t  g e n e r a l l y  d id  no t  come up with  p r o f i t  margins f o r  
comparable models which GM had.  N e i th e r  d id  s m a l l e r  companies,  which 
had gone from a prewar  10 p e r c e n t  to  a 1948 20 p e r c e n t  s ha re  o f  th e  
market .
By 1948,  and u n t i l  abou t  1952, o t h e r  el ements  overshadowed 
GM's l a t e n t  p r i c e  l e a d e r s h i p .  General Motors made i t s  h i s t o r i c a l  
margin and i t s  d e a l e r s  made more than t h e i r  normal s h a re  o f  p r o f i t ,  
bu t  consumer demand was so g r e a t  t h a t  C h r y s l e r ,  Ford and o th e r s  could 
p r i c e  t h e i r  models h ig h e r  than GM brands  and s t i l l  s e l l .
Wilson p robab ly  a n t i c i p a t e d  GM's even tua l  p r i c e  l e a d e r s h i p  
and co n s id e re d  new e n t r a n t s  a minor n u i s a n c e .  He foresaw t h a t  i f  GM 
maximized p roduc t ion  and p r e d i c t e d  l a b o r  c o s t s ,  i t  could p r o f i t  
g r e a t l y  from high consumer demand. To do s o ,  th e  company needed to  
s e c u re  l a b o r  peace .  The formula could n o t  p r e d i c t  l a b o r  c o s t s  in 
a b s o l u t e  t e rm s ,  because  l i v i n g  c o s t s  might  r i s e  o r  f a l l  i r r e g u l a r l y ,  
bu t  as  a n e u t r a l  r e f e r e e ,  i t  evaded much o f  th e  mystery and d i s r u p t i o n
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o f  c o n t in u a l  b a r g a i n i n g .  Wilson had to  convince  a r e l u c t a n t  board 
o f  d i r e c t o r s  and f i n a n c e  s t a f f  members t h a t  t h e  p r o d u c t i v i t y  i n c r e a s e  
which c e r t a i n l y  would come in t imes  o f  e a g e r  consumers and u n i n t e r ­
r u p t e d  working d a y s ,  could  pay GM's wage b i l l  as  wel l  as  i t s  i n c re a s e d  
supp ly  c o s t s .  S u p p l i e r s  would a l s o  r a i s e  wages,  GM o f f i c i a l s  assumed.  
H igher  c o s t s  f o r  wages,  s u p p l i e s  and t a x e s  would n o t  f o r c e  p r i c e  
r a i s e s ,  o r  r e s u l t  in  volume c u t s  and unemployment. GM needed t h i s  
argument to  s a t i s f y  t h e  UAW as much as GM's f i n a n c e  s t a f f .
The union had a d e l i c a t e  ba lance  t o  m a in t a i n .  They knew the  
company wanted maximum p roduc t ion  and the y  cou ld  c r i p p l e  GM w i th  a 
s t r i k e  which would b e n e f i t  t h e i r  c o m p e t i t o r s ,  bu t  they  a l s o  knew t h a t  
a s t r i k e  would h i t  GM workers a g a i n ,  who j u s t  began t o  r eco v e r  f i n ­
a n c i a l l y  from th e  long 1946 s t r i k e .  UAW l e a d e r s  p robab ly  sought  u l t i ­
mate wage i n c r e a s e s  s h o r t  of  a s t r i k e .  The UAW was in  a b e t t e r  p o s i ­
t i o n  than  e v e r  t o  b a lan ce  o p t io n s  because  i t  was more s u r e  o f  i t s  
i d e n t i t y  and u n i t y  than  b e fo re .  Tension between AFL and CIO f a c t i o n s  
no lo n g e r  harmed th e  UAW. The young man w i th  an a p p a r e n t l y  b ig  UAW 
l e a d e r s h i p  f u t u r e  saw t h a t  th e  small p e r c e n ta g e  o f  Communists who 
once he lped  th e  movement o rg an iz e  workers was now a b ig  l i a b i l i t y .
The p u b l i c  might  a l low  even g r e a t e r  union r e p r e s s i o n  than t h e  T a f t -  
H a r t e l y  Law im pl ied  i f  th e  UAW i n s i s t e d  on con t inued  c l o s e  r e l a t i o n s  
w i th  Communists. The genera l  p o l i t i c a l  g o a l s  and methods o f  th e  Reds 
d id  n o t  mesh wi l l  w i th  p r a c t i c a l ,  economic d r i v e s  channeled  through 
c o l l e c t i v e  b a rg a i n in g  and s t r i k e s  which t h e  UAW s t r e s s e d .  The UAW 
P r e s i d e n t  p robab ly  sensed  t h a t  lo n g e r  p e r io d s  o f  h igh employment 
and r i s i n g  membership du r in g  i n d u s t r i a l  p r o s p e r i t y  would s t r e n g t h e n
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t h e  union more than  s tubborn  m i l i t a n c e  would,  bu t  he needed t o  take  
a s t r o n g  p o s i t i o n  t o  m a in ta in  h i s  own power and gain advan tages  f o r  
UAW members.
The b e s t  p o s i t i o n  f o r  Reuther  and th e  UAW was p robab ly  to  
avoid  i n t e r n a l  p o l i t i c a l  d i s r u p t i o n  l i k e  th e  Five F l i n t  P r e s i d e n t s  
o f f e r e d ,  and gnaw a t ,  b u t  n o t  b i t e  o f f  th e  hand t h a t  fed  them. They 
d id  n o t  want t o  d e s t r o y  GM, b u t  to  g e t  th e  b e s t  o f  i t .
General Motors n e g o t i a t o r s  knew t h a t  UAW members wanted wages 
t o  keep up w i th  l i v i n g  c o s t s  as  well  as improve t h e i r  s t a n d a r d  of  
l i v i n g .  In s p i t e  o f  T a f t - H a r t l e y  l e g i s l a t i o n ,  t h e  e l i m i n a t i o n  o f  
Communist i n f l u e n c e  from the  UAW and the  coming t o  power o f  a l e a d e r  
who t a l k e d  f r i e n d s h i p  w i th  GM, th e  UAW wie lded  c o n s i d e r a b l e  power.
GM d id  no t  want to  d e s t r o y  the  union bu t  t o  r a t i o n a l i z e  l a b o r  r e l a ­
t i o n s  i n t o  more p r e d i c t a b l e  p a t t e r n s ,  so t h a t  t h e  company migh t  be 
a b l e  t o  f u n c t i o n  more e f f e c t i v e l y  in  a promising economy. While i t  
appeared  t h a t  GM would l i k e  t o  c o -o p t  l a b o r ,  i t  would n o t  usurp  i t s  
f u n c t i o n ,  as  t h e  a b o r te d  GM in s u ra n c e  p lan  which ended in  n e g o t i a t e d  
b e n e f i t s ,  i n d i c a t e d .  In o t h e r  a r e a s  GM he ld  i t s  ground .  Company 
a b i l i t y  to  pay arguments were s i d e t r a c k e d .
The UAW a c t e d  w i th  more s e l f  a s s u ra n c e  once t h e  f i g h t  f o r  r e ­
c o g n i t i o n  and u n i t y  ended s u c c e s s f u l l y .  Now, members sensed  t h a t  i f  
th e y  worked f o r  p r a c t i c a l  ga ins  to  s t r e n g t h e n  t h e i r  economic p o s i t i o n ,  
th e y  might  soon widen t h e  scope of  c o l l e c t i v e  b a r g a i n i n g ,  maximize 
wages,  and seek  new g a in s  l i k e  in s u ra n c e  programs,  b e n e f i t s  and pen­
s i o n s .  I f  t h e i r  union p rospe red  in members and f i n a n c i a l  back in g ,  
th e y  could even pursue  p o l i t i c a l  and s o c i a l  programs.
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For both p a r t i e s ,  a promis ing peacetime economy beckoned them 
to  f i n d  a common ground.  The b a rg a in in g  t a b l e  provided  th e  s e t t i n g .
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CHAPTER IV
UNIFIED AUTO WORKERS MEET "GENEROUS" MOTORS
About a q u a r t e r  o f  a m i l l i o n  members looked to  t h e  t h i r t e e n
UAW r e p r e s e n t a t i v e s  to  b a t t l e  e i g h t  GM n e g o t i a t o r s  f o r  t h e i r  w e l l ­
be ing .  The UAW se rved  an unpreceden ted  132 demands to  GM on March
12, 1948,  and n e g o t i a t i o n s  fo rm a l ly  began.
For t h e  n e g o t i a t i o n s ,  GM o u t f i t t e d  Room 5-202 o f  t h e i r  D e t r o i t  
o f f i c e  b u i l d i n g  w i th  "some o f  th e  damnedest o ld  f u r n i t u r e ,  wha teve r  
they could f i n d . " ^  UAW men s a t  a c ro s s  from GM men in double  rows 
around a small  con fe renc e  t a b l e .  The number o f  n e g o t i a t o r s  p r e s e n t  
changed d a i l y .
All t h e  key n e g o t i a t o r s  remembered from ex p e r i e n c e  t h e  union-  
management s t r u g g l e s  o f  th e  1930's  and th e  b i t t e r  s t r i f e  o v e r  union 
r e c o g n i t i o n  and c o l l e c t i v e  b a rg a i n in g .  UAW P r e s i d e n t  W a l te r  Reu ther ,  
who s tood  on a f a c t o r y  p l a t fo rm  d u r in g  th e  1937 Sitdown S t r i k e ,  now 
p o l i t e l y  s a t  down a t  th e  b a rg a in in g  t a b l e .  He led  only  f o r t y  days 
o f  n e g o t i a t i o n s  f o r  the  UAW b e fo re  an a s s a i l a n t  s h o t  him. H o s p i t a l ­
i z e d ,  he l e f t  Thomas A r thur  "Art"  Johnstone  and John W. "Jack"  L iv in g ­
s ton  t o  f i g h t  f o r  the  union.
A r t  J ohns tone  knew l a b o r ' s  needs .  As a t h i r t e e n  y e a r  o ld  
" h i r e d  man," he once plowed f i e l d s  w i th  e i g h t  h o r s e s  in a f o u r - h o r s e  
tandem t o  earn  a l i v i n g .  He em igra ted  to  D e t r o i t ,  and in  1928,  Pon­
t i a c  Motor Car Company h i r e d  him as a dock-1oader  f o r  50 ce n t s  an 
hour.  Regular  e l even  hour days s t r e t c h e d  i n t o  f i f t e e n  and s i x t e e n
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hour days w i th o u t  over t ime premium pay .  When he t r i e d  to  o rg an iz e  
f e l l o w  dock lo a d e r s  to  seek more j u s t  work p r a c t i c e s ,  h i s  s u p e r v i s o r  
d i sm issed  him. S h o r t ly  a f t e r ,  he concea led  h i s  p rev ious  employment 
and go t  a jo b  framing coaches f o r  Yellow Truck and Coach Company (now 
GM Truck and Coach). Johnstone  became one o f  th e  f i r s t  UAW members.
He d i r e c t e d  th e  UAW's GM Department in 1948.^
Jack  L iv ings ton  re s ig n ed  th e  p re s id e n c y  o f  h i s  l o c a l  union a t  
a S t .  Louis  GM assembly p l a n t  t o  j o i n  t h e  UAW i n t e r n a t i o n a l  s t a f f  in 
1939. His w i fe  was a l s o  an a c t i v e  union o r g a n i z e r .  As UAW-CIO Vice
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P r e s i d e n t  in 1948, he s a t  down t o  h i s  n in t h  b a rg a in in g  s e s s i o n .  
L iv in g s to n  was the  "top  man" and J o h n s t o n e ,  the  " a r t i c u l a t e  f e l l o w , "
GM n e g o t i a t o r  Lou Seaton judge d .^
S e a t o n ,  GM's d i r e c t o r  o f  l a b o r  r e l a t i o n s  in 1948, d id  most of  
th e  t a l k i n g  f o r  GM in t h i s  s e s s i o n .  He, t o o ,  knew the  working wor ld .
A D e t r o i t  c h a r t  and p o s t e r  f i rm  made him t h e i r  messenger boy when he 
was in  t h e  e i g h t h  g rade .  He worked a t  va r ious  jobs  t h e r e ,  and a t ten d ed  
Wayne U n i v e r s i t y  s e v e ra l  y e a r s  b e f o r e  V ic to r  and Wal te r  Reu ther  e n r o l ­
led  t h e r e .  He j o i n e d  GM's S a le s  S e c t io n  in 1928, then moved to  i n ­
d u s t r i a l  r e l a t i o n s  f o u r  y e a r s  l a t e r .  His casual  grammar, w i t  and
5
dockworker e x p l e t i v e s  en l iv en ed  n e g o t i a t i o n s  f o r  about  t h i r t y  y e a r s .
GM's Vice P r e s i d e n t  in charge  o f  th e  Personnel  S t a f f ,  Harry 
Anderson,  n e g o t i a t e d  l e s s  than S e a to n ,  bu t  in 1948 was th e  company's 
" top  man a t  t h e  t a b l e . "  Management and l a b o r  l e a d e r s  a l i k e  knew him 
as a " q u i e t  and de te rmined n e g o t i a t o r . "  His d i g n i f i e d  manner,  a c c e n t ­
ed by a bow t i e ,  gave him a p r o f e s s o r i a l  a i r .  He came to  GM la b o r  
r e l a t i o n s  in  th e  1930 ' s ,  a f t e r  l e g a l  t r a i n i n g  a t  th e  D e t r o i t  College
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o f  Law u n t i l  1913,  and s a l e s  p o s i t i o n s  in GM and o t h e r  companies.
He o f t e n  a s s i s t e d  C. E. Wilson.  In 1959 h is  l i f e  ended t r a g i c a l l y  
when r e t i r e d  GM P r e s i d e n t  Harlow C u r t i c e  sho t  him in a duck hun ting 
acc iden t .®
As key UAW n e g o t i a t o r s  c o n s u l t e d  Walter  Reuther in  Grace Hos­
p i t a l ,  and l a t e r  a t  h i s  home, th e  GM b a rg a in e r s  sought  P r e s i d e n t  
Char les  E. W i ls o n 's  a d v ice .  Both s i d e s  brought  to  t h e  t a b l e  t h e i r  
r e s e a r c h  s t a f f  l e a d e r s ,  who muste red c h a r t s  and graphs  t o  back t h e i r  
arguments .^
The union viewed GM in 1948 as "in  a good p o s i t i o n  f i n a n c i a l l y "
O
with  "a good m arke t . "  L iv in g s to n  d r a m a t iz e d ,  "We used to  d e s c r ib e  
General Motors as a c o r p o r a t io n  w i th  i t s  h ea d q u a r te r s  in  Wall S t r e e t  
and i t s  h in d q u a r t e r s  sp read  a l l  o v e r  the  w or ld ."  GM loved th e  UAW 
e q u a l ly .  "We may be m arr ied  to  y o u ,  but  by God, i t  was a shotgun
Q
wedding,"  L iv ings ton  remembered a GM man remark in  a t e n s e  moment.
Both p a r t i e s  e v i d e n t l y  acc e p te d  each o t h e r  b e t t e r  by 1948 and
showed more candor and a m ia b i l i t y . ^ ®  Some t e n s i o n s  c o n t in u e d .  Seaton
remarked t h a t  Johns tone  t h r e a t e n e d  th e  GM " t i t a n s "  t o  " th e  damnedest
s t r u g g l e  e v e r , "  and c ha l lenge d  him t o  p u b l i c  deba te  on w he the r  the
c o r p o r a t i o n  r e s t r i c t e d  th e  u n io n ,  o r  the  union ,  the  c o r p o r a t i o n . ^ ^
GM n e g o t i a t o r  Earl  B ram ble t t  cl aimed t h a t  company o f f i c i a l s  then
wanted a " lo n g e r ,  sounder  ag reem en t . "  They were t i r e d  o f  " e i t h e r
12going o u t  o f  o r  coming in t o  n e g o t i a t i o n s . "
There was more p r iv a c y  in  th e  1948 n e g o t i a t i o n s .  P r e v i o u s l y ,  
th e  UAW p u b l i c i z e d  i t s  case  in the  p r e s s .  The media now hungered 
f o r  i n fo rm a t io n  from e i t h e r  s i d e .  Government, f r e q u e n t l y  a t h i r d
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p a r ty  in former s e t t l e m e n t s ,  l o s t  i t s  p l a c e .  L iv ings ton  a l s o  d i s ­
missed c o u r t  r e p o r t e r s  du r ing  th e  1948 s e s s i o n .  He a s s e r t e d  t h a t
1 1
both s i d e s  t h i s  y e a r  "did t h e i r  homework b e t t e r . "  Johnstone  r e ­
minded GM t h a t  i t  d i s l i k e d  government d i r e c t i v e s .  He bade th e  r e p r e ­
s e n t a t i v e s  to  soothe l a b o r  r e l a t i o n s  so t h a t  government would n o t  
fee l  compelled to  i n t e r f e r e  t h i s  t im e .^ ^
Each s i d e  knew b e t t e r  what  t o  expec t  o f  the  o t h e r .  L iv ings ton  
once t o l d  UAW members about  GM n e g o t i a t o r s ,  "They were rough,  they 
were to ugh ,  b u t  one good th in g  abou t  b a rg a in in g  with  GM, you never  
had to  be ashamed to  ask f o r  money." Sea ton ,  o v e rhea r ing  L iv ings ton  
recoun t  t h i s  s t o r y ,  wryly commented, " T h a t ' s  r i g h t .  J a c k ,  we 've got  
i t .  All you have to  do i s  g e t  i t . S e a t o n  cons idered  th e  1948 
UAW demands " the  most d r a s t i c  s e t  o f  demands they  ever  made on GM," 
bu t  knew some meant more t o  th e  union than o t h e r s .
Tensions  grew over t h e  b e n e f i t s '  i s s u e .  Months b e f o r e ,  Wal ter  
Reuther  contended t h a t  GM promoted i t s  group in su rance  program to  
coerce  worker l o y a l t y  to  GM and p r e v e n t  UAW b e n e f i t s '  programs.
Union o f f i c i a l s  thought they could  win a j o i n t l y  a d m in i s t e r e d ,  em­
p lo y e r  f in an c ed  group in s u ran ce  p o l i c y .  GM reminded th e  UAW t h a t  the 
National  Labor Re la t ions  Act v a l i d a t e d  c o l l e c t i v e  b a rg a in in g  only on 
wage, hour  and working c o n d i t i o n  q u e s t i o n s .  The company r e j e c t e d  the 
u n io n ' s  su g g es t io n  t h a t  b e n e f i t s  made up " c o n d i t io n s  o f  employment." 
Two c a s es  pending with the  NLRB suspended th e  q u e s t io n  dur ing  n e g o t i ­
a t i o n s . ^ ^
The UAW accused GM o f  d i s r u p t i n g  union l o y a l t y  through  i n s u r ­
ance p l a n s ,  jo b  c o n t e s t s  and employee r e l a t i o n s  programs. They a l s o
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sought  t o  in c re a s e  t h e i r  r e p r e s e n t a t i o n  ten t imes  t o  o f f s e t  a l l eged  
company in f lu e n c e  w i th  w orkers .  GM o f f i c i a l s  responded t h a t  to  them, 
l o y a l t y  was "not  an e i t h e r / o r  p r o p o s i t i o n . "  A worker cou ld  main ta in  
s e v e r a l  l o y a l t i e s ,  Lo f a m i ly ,  f r i e n d s ,  church ,  c o u n t r y , p o l i t i c a l  
p a r t y ,  union and company. They did  no t  th in k  e i t h e r  th e  union o r
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company gained l o y a l t i e s  by f o s t e r i n g  c l a s s  s t r u g g l e ,  t h e  GM men sa id .
The pe renn ia l  union shop demand emerged once more and GM again 
r e f u s e d .  From th e  War Labor Board days ,  the  union s t i l l  had a main­
t enance  o f  membership c l a u s e  behind  them. Every worker  d id  not  have 
t o  j o i n  a un ion ,  b u t  th e  r u l i n g  r e q u i r e d  t h a t  t h o s e  who d i d ,  must 
s t a y  in .
The p a r t i e s  argued a b o u t  whether  medical r e j e c t i o n s  of  workers 
a r e  s u b j e c t  to c o l l e c t i v e  b a r g a i n i n g ,  and concluded  th e y  were not .
The UAW sought "t ime and a h a l f "  f o r  Sa tu rday  work,  b u t  GM agreed to  
pay t ime and a h a l f  a f t e r  f o r t y  hours o f  work a week,  which was the  
law.
A nerve numbing numbers game dominated t h e s e  n e g o t i a t i o n s .  
R e s e a rc h e r s ,  armed w i th  wage,  p r o f i t  and p r i c e  f i g u r e s ,  took the 
s p o t l i g h t .  "A Monstrous monument to  u n b r id l e d  g r e e d , "  s a i d  UAW o f ­
f i c i a l s  about  GM's 1948 f i r s t  q u a r t e r  p r o f i t s .  P r o f i t s  approached 
28 p e r c e n t  on in v e s tm e n t ,  compared with  th e  U.S. T reasu ry  average o f  
4 p e r c e n t  f o r  a l l  m a n u fa c tu re r s  in 1936-1939.  The company's ga ins 
were " the  g r e a t e s t  e v e r  accumula ted  in  a s i n g l e  t h r e e  month period  
by any c o rp o ra t io n  anywhere on the  face  o f  th e  e a r t h . "
UAW re s e a r c h e r s  v i s u a l i z e d  t h a t  GM could  c u t  r e t a i l  passenger  
c a r  p r i c e s  $130 eac h ,  r a i s e  worker wages 50 c e n t s  an h o u r ,  give equ iv -
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a i e n t  p e rcen tage  i n c r e a s e s  to  s a l a r i e d  w o rk e r s ,  and s t i l l  have 6 p e r -
20c e n t  p r o f i t s  on s t o c k h o l d e r s '  i n v e s tm en t s .  Seaton d e s c r ib e d  t h e i r
conc lu s ions  as " j u s t  a propaganda ploy f o r  th e  g r e a t  unwashed Amer-
21ican  p u b l i c  t h a t  Reu ther  pu t  o u t . "
Company r e s e a r c h e r s  accused UAW s p e c i a l i s t s  o f  m an ipu la t ing  
f a c t s  and f i g u r e s  to  t h e i r  l i k i n g .  They admonished union commenta­
t o r s  who s a id  p r o f i t s  should  be l i m i t e d  t o  a degree  th e  company men 
c ons ide re d  p r o h i b i t i v e  to  i n d u s t r i a l  expans ion .  They commented t h a t  
GM could give away a l l  i t s  green C a d i l l a c  c o n v e r t i b l e s  and s t i l l  make 
a p r o f i t ,  j u s t  as  e a s i l y ,  as green C a d i l l a c  c o n v e r t i b l e s  r e p r e s e n t e d
a f r a c t i o n  o f  a p e r c e n t  o f  company o u t p u t ,  l i k e  t h e  f i g u r e s  they  man- 
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i p u l a t e d .  To th e  GM people i t  seemed j u s t  as absurd  f o r  UAW o f f i ­
c i a l s  to  t e l l  them how t o  d i v i d e  t h e i r  p r o f i t s ,  as to  ask them to  
give away green  C a d i l l a c  c o n v e r t i b l e s .
At th e  end o f  March union n e g o t i a t o r s  complained t h a t  no p ro ­
g re s s  had been made on economic c o n s i d e r a t i o n s .  The UAW reduced i t s  
i n i t i a l  $1.44 demand t o  45 cen t s  by March 23. Seaton warned t h a t  
" a b i l i t y  to  pay" a rguments ,  when couched in  a UAW t i r a d e  a g a i n s t  GM 
p r o f i t s  and e x e c u t i v e  bonuses ,  ga ined  l i t t l e  f av o r  w i th  t h e  company.
He sugges ted  they  change t h e i r  focus  from company a b i l i t y  t o  pay to
23t h e  m e r i t s  o f  a wage in c r e a s e .
A n x ie t i e s  abou t  th e  c o s t  o f  l i v i n g  a c c e l e r a t e d  a f t e r  the  war ,  
when wage and p r i c e  c o n t ro l  ended.  V i c t o r  Reuther  r e c a l l e d ,  "we had 
pa id  h e a v i ly  in terms o f  r ea l  wages and a c t u a l  l i v i n g  s t a n d a r d s .  I f  
i t  h a d n ' t  been f o r  t h e  long hours o f  over t ime  dur ing  th e  w ar ,  the  
l i v i n g  s t a n d a r d s  o f  workers would have dropped s e r i o u s l y .  . . .  At
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th e  end o f  th e  w ar ,  th e  hours were c u t  and many hundreds o f  thou-
24sands o f  workers were thrown onto th e  s t r e e t s  in i d l e n e s s . "
Seaton remembered UAW o f f i c i a l s  demanding a " c o s t  o f  l i v i n g  
in c re a s e "  o f  25 c e n t s  to  ca tch  up w i th  r e a l  e a rn in g s  l o s t  t o  them 
s in c e  J u n e ,  1946. GM n e g o t i a t o r s  q u e s t i o n e d  union c o s t  o f  l i v i n g  
f i g u r e s .  Nat Weinberg,  t h e i r  r e s e a r c h  d i r e c t o r ,  f o r e c a s t  t h a t  by May 
15 th e  Consumer P r i c e  Index would reach  175,  based on the  1935-39 
index.  Seaton and Johns tone  l i t e r a l l y  gambled on the  CPI. Seaton 
wagered the  index would s t a n d  c l o s e r  t o  165 than to  J o h n s t o n e ' s  175 
by May 15. An index  f i g u r e  o f  170, they  a g re e d ,  meant a t i e .  The 
s t a k e s ?  A malted  milk shake a t  S h a p e ro ' s  drug s t o r e  on the  f i r s t  
f l o o r  o f  th e  GM B u i ld in g .  By mid-May th e  index was so c l o s e  t o  170 
as t o  defy  a milk  s h a k e ,  and p robab ly  m e r i t e d  dutch  t r e a t  on a more 
p o t e n t  beverage .  Nat Weinberg p r o t e s t e d  t h a t  food and farm p ro d u c t  
d e c l i n e s  i n f l u e n c e d  th e  lower than p r e d i c t e d  f i g u r e .  He d e c l a r e d  
h i s  t im ing  wrong,  and s a i d  the  index  would reach  175 by August  o r  
September.
UAW n e g o t i a t o r s  a l s o  a s s e r t e d  t h a t  workers  deserved  a r a i s e  
in r e a l  wages because  they  c o n t r i b u t e d  t o  American p r o d u c t i v i t y .  I n ­
c r e a se d  c a p i t a l  a lone  d id  no t  i n c r e a s e  p r o d u c t i v i t y .  In f a c t ,  c a p i ­
t a l  accumula t ion  over  many y e a r s  d e p r iv e d  workers  o f  t h e i r  due.  They 
f u r t h e r  t r i e d  t o  convince  GM men t h a t  t h e  American system o f  mass 
p roduc t ion  r e q u i r e d  c o n t in u in g  pay i n c r e a s e s  f o r  workers as consumers 
t o  m a in ta in  t h e  system.
In o t h e r  heavy goods i n d u s t r i e s ,  managements r e s i s t e d  wage 
demands. GM and th e  UAW kept  wary watch ove r  them. On Apri l  18,
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C h r y s l e r  o f f e r e d  workers  a 6 c e n t  wage h ik e .  UAW n e g o t i a t o r s  he ld  
o u t  f o r  t h e  35 c e n t s  the y  asked i n i t i a l l y .  One hundred d e l e g a t e s  
from f o u r t e e n  p l a n t s  r e j e c t e d  the  6 c e n t  o f f e r  and s e v e n t y - f i v e  th o u ­
sand workers s t r u c k  t h e i r  p l a n t s .  On Apri l  2 3 ,  GM announced t h a t  
e a r l i e r  coal  s t r i k e s  caused sh o r ta g e s  o f  p ig  i r o n  and s t e e l ,  and now 
n e c e s s i t a t e d  th e  l a y o f f s  o f  two hundred thousand GM metal f a b r i c a t i n g  
workers f o r  ten  days .  Ford r e j e c t e d  the  UAW's 30 ce n t  hou r ly  wage
27b i d ,  and n o t i f i e d  workers i t  sought  t o  reduce  average  hou r ly  wages.
General E l e c t r i c  Company re fu sed  to  i n c r e a s e  United E l e c t r i c a l  
Workers pay.  United S t a t e s  S tee l  Company a l s o  tu rned  down th e  s t e e l ­
workers  union r e q u e s t s  f o r  i n c r e a s e s .  Some e i g h t y  thousand United 
Packinghouse Workers acc ep ted  a 9 ce n t  wage i n c r e a s e  a f t e r  dropping 
t h e i r  demand f o r  29 c e n t s .  They l o s t  an e s t i m a t e d  $40 m i l l i o n  in
wages because  they could have s e t t l e d  f o r  t h e  9 cen ts  b e fo re  the
28s t r i k e ,  some s a i d .
I f  major companies w i th h e ld  so much, what  cou ld  th e  UAW ex­
p e c t  from GM? Seaton remembered J o h n s t o n e ' s  dismay a f t e r  about  f o r t y -  
f i v e  days o f  n e g o t i a t i o n s :  "Lou, you know we came in  here  with  our
empty b a s k e t  and we've  been here  almost  two months now, and I looked 
in my b a s k e t  the  o t h e r  day and t h e r e  w a s n ' t  a n y th in g  in  i t , "  Johns tone  
s a i d .  Seaton t o l d  him t h e n ,  " T h a t ' s  r i g h t .  A r t ,  and t h e r e  i s n ' t  going 
to  be an y th in g  in i t  f o r  a w h i le  u n t i l  th e  t ime  i s  r i g h t . "
Seaton a l s o  t o l d  n e g o t i a t o r s  he cou ld  n o t  promise they  would 
have a company o f f e r  to  announce to  t h e i r  d e l e g a t e s  a t  t h e i r  Apr i l  
UAW meeting .  "I u nde rs tand  you w i l l  give away two au tom ob i le s ,  so 
you have a purpose f o r  th e  m ee t ing , "  Seaton jo k e d .  Johnstone  r e p l i e d
88
29t h a t  they d id  no t  hold th e  meet ing t o  g ive  away au tom obi le s .
At th e  UAW d e l e g a t e s  m e e t ing ,  two hundred union r e p r e s e n t a ­
t i v e s  from GM p l a n t s  met to  ask lo c a l  unions to  complete s t r i k e  
p o l l s  o f  t h e i r  225,000 members by May 23. T he i r  s t r i k e  d e a d l in e  
was May 28. The Congress o f  I n d u s t r i a l  O rgan iza t ion  o f f i c i a l s  
warned o f  i n e v i t a b l e  s t r i k e s  in e i t h e r  auto o r  e l e c t r i c  i n d u s t r i e s .
They needed a s u b s t a n t i a l  wage s e t t l e m e n t  in  o r d e r  to  b a rg a in  well
30in  o th e r  i n d u s t r i e s ,  o r  t h e i r  1948 wage d r iv e  would c o l l a p s e .
Seaton s a i d  t h e r e  was no t  to o  much s t r i k e  t a l k .  The UAW 
e a r l i e r  s t r u c k  C h r y s l e r ,  and "under Wal te r  R eu th e r ' s  g e n i u s ,  they 
b e l i e v e d  in  ta k in g  one a t  a t i m e . " ^ ^  GM n e g o t i a t o r  Earl Bramble t t  
sensed then t h a t  th e  UAW s t i l l  f e l t  the  impact  o f  th e  113 day ,  
1945-46 s t r i k e ,  and "would t a k e  a long look be fo re  they  plunged in  
aga in .
"C. E."  Wilson awai ted  a golden o p p o r tu n i ty  t o  i n t ro d u c e  the  
formulas he p rep a red .  For days Wilson did  no t  g ive  Seaton anyth ing  
to  f i l l  th e  UAW b a s k e t .  O ther than th e  even tual  1948 o f f e r ,  th e  GM 
P r e s i d e n t  prepared  no a l t e r n a t e  p ro p o s a l s .
Stephen DuBrul and Andy Cour t  helped Wilson s tudy  how to  
implement t h e  fo rmula .  On th e  c o s t  o f  l i v i n g  a l lo w an ce ,  they  con­
s id e r e d  the  p o s s i b i l i t y  o f  l o c a l  ad jus tm en t  by c i t i e s ,  u s ing  i n ­
d i c e s  by th e  Conference Board (NICB) f o r  GM c i t i e s  t h a t  were not  
covered by th e  U.S. Department o f  Labor.  Court s a i d  they " cons id ­
e red  pe r io d s  o f  ad ju s tm en t  and whether  o r  n o t  to  a d j u s t  on the  b a s i s  
o f  the  average wage o r  the  low es t  wage o r  the  in d i v id u a l  w o rk e r ' s  
wage. Say i t  was 2 p e r c e n t .  Should a $3 man and a $5 man each g e t
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2 p e r c e n t  o f  $4 o r  should they g e t  i t  in  p ro p o r t io n  to  t h e i r  wage?"
They dec ided  t o  use an ave rage  wage b a s e ,  and shunned loc a l  
ad ju s tm en t  by c i t i e s  and s e l e c t e d  a d ju s tm e n t  accord ing  to  th e  BLS 
Cost  o f  Liv ing Index.  The GM men d ec ided  t h a t  d e v i a t i o n  between 
c i t i e s  d id  n o t  make s i g n i f i c a n t  d i f f e r e n c e s  in fo rm u la t ing  a con­
sumer p r i c e  index .  They a l s o  th o u g h t  a l a r g e  s c a l e  survey  would 
n e u t r a l i z e  th e  e f f e c t s  i f  merchants  o v e re s t im a te d  consumer p r i c e s  
in o r d e r  to  cause wage i n c r e a s e s .  F u r t h e r ,  t h e  BLS Cost o f  Living 
Index was the  most comprehensive a t  t h e  t im e .  F i n a l l y ,  th e  union 
would no t  a c c e p t  a NICB index ,  as  i n d u s t r y  gave f i n a n c i a l  s u p p o r t  
to  compile i t . ^ ^
Cour t  mentioned t h a t  n e g o t i a t o r s  might  have rendered  th e  p ro ­
d u c t i v i t y  f a c t o r  f o r  an i n d i v id u a l  p l a n t  o r  f o r  General Motors only  
f o r  t h e  au to  i n d u s t r y  o r  on the  b a s i s  o f  a l l  American m anufac tu r ing .  
They might have chosen h i s t o r i c a l  ave rages  o r  c u r r e n t  achievement 
f i g u r e s ,  he s a i d .
Court  urged Wilson t o  base  p r o d u c t i v i t y  i n c re a s e s  on i n d i ­
v idua l  p l a n t s  f o r  the  c u r r e n t  p e r i o d ,  making i t  a group bonus o f  
s o r t s .  He l a t e r  r e c a n t e d ,  "I t h i n k  'C. E . ' q u i t e  r i g h t l y  f e l t  
t h a t  th e  UAW w o u ld n ' t  a cc ep t  t h a t  . . . t h a t  g e t s  back t o  p ie ce  
r a t e s . "
Cour t  c o n s id e re d  measuring p r o d u c t i v i t y  a d i f f i c u l t  problem 
because  o f t e n  s u p e r i o r  m a t e r i a l s  a s u p p l i e r  provided  o r  b e t t e r  ma­
c h in e ry  someone e l s e  so ld  a company improved automobile o u tp u t  per  
man hour .  He concluded t h a t  t h e  man on th e  l i n e  who would g e t  a
34r a i s e  would n o t  n e c e s s a r i l y  be the  man who in c re a s e d  p r o d u c t i v i t y .
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DuBrul tho u g h t  t h e  annual improvement f a c t o r  came as "an 
a f t e r t h o u g h t "  t o  Wi lson,  something to  a s s u r e  lo n g e r  term con­
t r a c t s ,  h i s  main goa l .  Wilson en v i s io n e d  a 2 p e r c e n t  annual im­
provement f a c t o r  based on h i s t o r i c a l  n a t i o n a l  p r o d u c t i v i t y  as th e  
only  a d d i t i o n a l  wage a d ju s tm en t  t o  ev e r  be made above the  c o s t  o f  
l i v i n g  a l low ance .  DuBrul c a u t io n ed  Wilson t h a t  "when th e  'un ion  
boys '  s igned  up on th e  c o n c e p t s ,  the y  would only  s t a y  with  th e  
formula as long as i t  seemed p o l i t i c a l l y  f e a s i b l e . "  DuBrul be­
l i e v e d  th e  l a b o r  men would e v e n t u a l l y  ask f o r  more.
Wilson then  s a i d ,  as  DuBrul r e c a l l e d ,  "Well ,  they  m u s t n ' t  
do t h a t  . . . t h a t ' s  a l l  t h e r e  i s  t o  wack up. Anything beyond 
t h a t  would be i n f l a t i o n a r y . "  Wilson hoped everyone would r eco g ­
n ize  the  l i m i t s  and "hold th e  l i n e "  a t  2 p e r c e n t .  He a l s o  hoped 
government p o l i c y  would s u p p o r t  t h a t  l i m i t .  He sco lded  DuBrul,
"Your view o f  i t  i s  t h a t  t h i s  i s  j u s t  exped iency .  This  i s n ' t  j u s t  
exped iency ,  i t ' s  a fundam enta l ly  sound document."
Wilson b e l i e v e d  t h a t  GM should  p io n e e r  wage e s c a l a t i o n .  I f  
only s m a l l e r  companies t r i e d  i t ,  i t  would remain obscu re .  N ego t i ­
a t o r s  l a i d  no groundwork f o r  the  concep ts  du r ing  1948 n e g o t i a t i o n s  
bu t  th e  company p r e s i d e n t  reasoned t h a t  he "had enough cards  in  h i s  
hand. Labor was t i r e d  o f  i n d u s t r i a l  s t r i f e . "  Wilson r ead ied  GM
n e g o t i a t o r s  t o  dem ons t ra te  to  UAW o f f i c i a l s  how many headaches the
37formulas would save both p a r t i e s .
F i r s t ,  Wilson needed to  convince  h i s  GM a s s o c i a t e s .  He 
c a l l e d  f o r  a f i n a n c e  committee meet ing in New York C i ty .  Company 
r u l e s  r e q u i r e d  t h e  meeting because W i l s o n ' s  proposa l  meant t h e
91
c o r p o r a t i o n  would spend over  $1 m i l l i o n .  George Whi tney,  managing 
p a r t n e r  o f  J .  P. Morgan and Company, I n c o rp o ra t e d  and a GM d i r e c ­
t o r ,  opposed the  p r i n c i p l e s .  The DuPonts on t h e  Board o f  D i r e c to r s  
showed l i t t l e  en thus ia sm .  They could have blocked t h e  package ,  bu t  
th e y  d id  n o t .  The committee debated  whether  i f  GM p u t  t h e  concepts  
in  t h e  1948 agreement,  i t  shou ld  a l s o  promote t h e i r  adop t ion  in 
na t ionw ide  wage p o l i c i e s .  Mixed f e e l i n g s  emerged.  Some s a i d  "keep 
i t  a s h o r t  run mechanism f o r  GM. I f  i t  works f o r  a w h i l e ,  we've 
had t h a t  much peace .  I f  i t  blows up, we c a r r y  on from t h e r e . "
O the rs  saw i t  as a sound ,  long run p o l i c y  f o r  GM on ly .  S t i l l  
o t h e r s  con s id e re d  i t  good f o r  th e  c o u n t ry ,  as  well  as  GM. The com­
m i t t e e  dec ided  t h a t  under th e  c i r c u m s ta n c e s ,  GM should  advoca te  i t
f o r  themselves  and co n t in u e  i t  as long as p o s s i b l e ,  b u t  go no f u r -
38t h e r .  I f  GM s e t  an example f o r  o t h e r  i n d u s t r i e s ,  f i n e .
Back in  Room 5 -202 ,  t h e  n e g o t i a t o r s  grew r e s t l e s s .  The u l ­
t imatum came. On May 18,  th e  UAW f i l e d  a ten  day n o t i c e  o f  i n t e n t
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t o  S t r i k e  a t  GM w i th  M ich igan 's  l a b o r  med ia t ion  board .  UAW ne­
g o t i a t o r  Jack Conway informed Seaton in  t h e i r  May 23rd s e s s i o n  t h a t  
" th e  steam va lve  must be screwed down o r  up tomorrow n i g h t . "  Seaton 
i n t e r p r e t e d :  "He was say in g  t h a t  i f  y o u ' r e  going t o  b u i l d  f o r  a
s t r i k e ,  y o u 'v e  g o t  t o  g e t  th e  l o c a l s '  su p p o r t  . . . and once you 
s t a r t  t h a t ,  i t  d o e s n ' t  t u r n  o f f  l i k e  l i g h t s  do ,  with  a swi tch  . . . 
so y o u 'v e  g o t  to  have e i t h e r  r e s u l t s  o r  a p e r io d  o f  t ime t o  cool it ."^® 
About n i n e t y  p l a n t s  voted  to  s t r i k e  on F r id a y ,  May 28. At l e a s t  
f i v e  key p l a n t s  r e j e c t e d  a s t r i k e .
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On May 21 ,  Seaton descended from a con fe rence  w i th  Wilson,  
and p re sen te d  the  fo l low ing  aims to  th e  men in Room 5-202:  l )To r e ­
e s t a b l i s h  and p r o t e c t  th e  buying power o f  an hour o f  work by making 
c o s t  o f  l i v i n g  ad ju s tm en t s  p e r i o d i c a l l y  dur ing  t h e  c o n t r a c t ' s  l i f e ;
2 )To improve th e  buying power o f  an hour  o f  work t o  i n s u r e  the  worker 
an improved s t a n d a rd  o f  l i v i n g ;  and 3)To s t a b i l i z e  labor-management 
r e l a t i o n s  over  a lo n g e r  p e r io d  o f  t im e .  He then sugges ted  t h a t  both  
GM and the  UAW l i m i t  members to  d i s c u s s  the  ideas  and n e g o t i a t e  a 
s e t t l e m e n t .  The union agreed and th e  r e s u l t a n t  small  committee con­
s i s t e d  o f :  A r t  Johns tone  (UAW), Jack L iv ings ton  (UAW), Joe Zingaro
(UAW), Jack Conway (UAW), Harry Anderson (GM), Lou Seaton (GM), Earl 
Bram ble t t  (GM), and H e in r ick  Gierok (GM). Both s i d e s  ag reed  t o  main­
t a i n  s i l e n c e  to  th e  p r e s s  ex ce p t  in  a j o i n t  s t a t e m e n t ,  o r  in case  o f
42
complete f a i l u r e  o r  s u cces s  o f  t h i s  l a s t  s t a g e .
B ram ble t t  saw " i n t r i g u e d  and f a s c i n a t e d "  f a c e s  a c ro s s  t h e
t a b l e  when Seaton p r e s e n t e d  th e  i d e a .  He remembered th e  UAW men
wanted to  know im media te ly  t h e  number o f  cen t s  p e r  hour th e  formula
would y i e l d .  They l a t e r  t o l d  Bram ble t t  they s p e n t  much o f  t h a t  even- 
43ing s p e c u l a t i n g .
P a t t e r s o n  and L iv in g s to n  remembered t h a t  GM's response  to  
t h e i r  wage demands s u r p r i s e d  them. Nothing h i n t e d  o f  GM's i n t r o d u c ­
t i o n  o f  such id e a s .  P a t t e r s o n  and L iv ings ton  viewed t h e  o f f e r  as a 
c o u n te r -p ro p o sa l  t h a t  Anderson and Seaton o r i g i n a t e d .  They never  
c o n fe r re d  w i th  Wilson ,  they  s a i d ,  so cou ld  n o t  conf i rm  accouncements 
in  t h e  p r e s s  l a t e r  t h a t  he o r i g i n a t e d  th e  r e sponse .  However, Seaton 
and o th e r s  l a t e r  a f f i rm ed  W i lso n 's  c o v e r t  i n s t r u m e n t a l i t y . ^ ^
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" I t  was something t h a t  made sense  to  u s , "  L iv ings ton  e x p l a i n ­
ed ,  " i f  th e  c o s t  o f  l i v i n g  wage went down, our improvement f a c t o r  
s t i l l  worked,  and p e o p l e ' s  c o s t  o f  l i v i n g  decreased .  Then i f  the  
c o s t  o f  l i v i n g  went up, we were s t i l l  in  a b e t t e r  p o s i t i o n  than  ev e r  
to  argue  f o r  more on the  improvement f a c t o r . "  He f u r t h e r  r e f l e c t e d ,  
"Had we been making j u s t  a s t r a i g h t  wage s e t t l e m e n t ,  we might  have 
i n s i s t e d  very  v ig o ro u s ly  on even more a t  th e  t im e ,  bu t  we were very 
much in agreement with  th e  b a s i c  p r i n c i p l e s .
The committee d i scu ssed  numbers,  e s p e c i a l l y  what inc rem en t  in 
th e  c o s t  o f  l i v i n g  index would produce  ano the r  penny pe r  hour  wage, 
and what base  p e r io d  to  use .  Seaton r e c a l l e d ,  they d id  n o t  dec ide  
upon th e  p e r io d  t h a t  was b e s t  f o r  t h e  UAW o r  th e  one t h a t  was b e s t  
f o r  GM b u t  they  s e l e c t e d  1935-1939.  They agreed t h a t  f o r  eve ry  1.14 
CPI i n c r e a s e ,  th e  worker ga ined 1 c e n t  h o u r ly ,  and c o n v e r s e l y ,  wages 
went down 1 c e n t  f o r  every 1.14 CPI d e c re a s e .
GM e x h i b i t e d  how l a b o r  p r o d u c t i v i t y  averaged 2 -2 .5  p e r c e n t  
an n u a l ly  in t h e  U.S. On t h e i r  ave rage  $1.50 wage, a 2 p e r c e n t  p ro ­
d u c t i v i t y  f a c t o r  e q u a l l e d  3 c e n t s .  The union agreed to  t h i s  f l a t  
in c r e a s e  and Seaton j u s t i f i e d  t h e i r  d e c i s i o n s ,  "The UAW le a d e r s  
could  peddle  a f l a t  3 c e n t  i n c r e a s e  to  workers b e t t e r  than c a l l i n g  
i t  a 2 p e r c e n t  p r o d u c t i v i t y  i n c r e a s e . "46
Johns tone  shoved a s l i p  o f  pape r  ac ro ss  the  b a rg a i n in g  t a b l e  
on which he w ro te :  "C hrys le r  6 <t, me to o ! "  Johnstone wanted the
a s s u ran ce  o f  a s o l i d  6 c en t s  f o r  w o rk e r s ,  s i m i l a r  to  the  o f f e r  
C h r y s l e r  had given  UAW r e p r e s e n t a t i v e s  e a r l i e r . 47 Seaton laughed 
m isc hev ious ly  and sa id  he a lmos t  g o t  f i r e d  when he moved 3 c e n t s  o f
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the  c o s t  o f  l i v i n g  r a i s e  to  an immovable wage i n c r e a s e ,  then went
u p s t a i r s  to  t e l l  Wilson he had d e s t ro y e d  th e  pure concep t  o f  h i s
t h e o r y ,  which the  board o f  d i r e c t o r s  had accep ted .  " I t  d e f e a t e d
the  p r i n c i p l e  in Mr. W i l s o n 's  e y e s , b u t  he w a s n ' t  d i s s a t i s f i e d  w i th
the  f i n a l  p roduc t .  In f a c t ,  a f t e r  some phoning,  he even d re s s e d  up
dRth e  wording of  th e  c o n t r a c t , "  Seaton remembered.
The company sought  a t h r e e  y e a r  c o n t r a c t ,  b u t  s e t t l e d  f o r  
the  u n i o n ' s  l i m i t ,  two y e a r s ,  with  p o s s i b l e  lo n g e r  f u t u r e  agreements .  
Seaton c l a r i f i e d  t h a t  t h e  UAW w o r r ied  about  keeping members loya l  
and o rgan iz ed  over  t h r e e  y e a r  p e r io d s  between n a t io n a l  b a rg a in in g  
over  wages and o th e r  i s s u e s  b u t  the y  were w i l l i n g  to  t r y  a two y e a r  
agreement.
A week be fo re  c o n t r a c t  d e a d l i n e ,  the  p u b l i c  p re s s  sp read  the
s t r i k e  alarm.  Governor Kim S i g l e r  o f  Michigan c a l l e d  Harry Anderson
and a r ranged  to meet him a t  D e t r o i t ' s  C a d i l l a c  Square B u i ld in g .
S i g l e r  t h e r e  promised f e d e r a l  m e d ia t i o n .  Anderson answered t h a t
they  would not  need i t .  I f  m e d ia to rs  s tepped  in a t  t h a t  l a t e  d a t e .
May 21 ,  both s id e s  needed to  "pu t  on t h e i r  whole show from th e  s t a r t . "
They cou ld  "see the  l i g h th o u s e "  in  small committee and t o l d  t h e  gov-
49e r n o r  o f  t h e i r  p ro g re s s  " o f f  th e  r e c o r d . "  Newspapers i n t e r p r e t e d
A nderson 's  v i s i t  t o  S i g l e r  as  a " b a s i s  f o r  optimism r e g a rd in g  a qu ick
s e t t l e m e n t . "  Rumors sp read  about  a wage o f f e r  o f  between 6 c e n t s  and
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10 c e n t s  h o u r ly ,  about  which company spokesmen had no comment.
On May 27 and 28,  t h e  UAW Board met to  c o n s id e r  the  c o n t r a c t .  
Reuther  i n d i c a t e d  to  th e  board t h a t  the  document 's  a r i t h m e t i c  was 
"phony." Johnstone  agreed and accused GM o f  p red e te rm in in g  t h a t  they
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wished an 11 c e n t  i n c r e a s e ,  then  f i t t i n g  th e  formula t o  i t .  They
chose s t r a i g h t  t ime e a rn in g s  o f  a lm os t  $1 .5 0 ,  which inc luded  a l l
f r i n g e  ad jus tm en ts  excep t  s h i f t  premium, as th e  average wage. UAW
n e g o t i a t o r s  c a l l e d  t h i s  an i n f l a t e d  f i g u r e ,  bu t  f e l t  they  needed t o
a c c e p t  th e  c o n t r a c t  f o r  i t s  p r i n c i p l e s
During n e g o t i a t i o n s ,  Reu ther  kep t  up w i th  developments v ia
phone c a l l s  and v i s i t s  from h i s  men. "He was i l l  enough t h a t  people
d i d n ' t  b o th e r  him too much d u r in g  t h a t  p e r i o d , "  L iv ings ton  commented.
He c a l l e d  Reuther  a t  th e  h o s p i t a l ,  a few hours be fo re  they s igned
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th e  agreement,  t o  g e t  h i s  a p p ro v a l .  Johnstone  remembered t h a t  they  
c o n t a c t e d  Reuther  on ly  a f t e r  th e y  had made th e  agreement,  and he r e ­
l a t e d ,  "Wal te r  r e q u i r e d  no p e r s u a s io n  to  give i t  h i s  b l e s s i n g ,  and
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d id  so w i th o u t  comment o f  any s i g n i f i c a n c e . "
Other  UAW demands v a n i s h e d .  Seaton g e s tu re d  as a j u g g l e r  and
p o r t r a y e d  the  denouement,  "All o f  a sudden ,  you 've  s e t t l e d  and t h e r e
a re  a l o t  o f  b a l l s  f l o a t i n g  up t h e r e  y e t  . , . and you d o n ' t  ask 'em,
you j u s t  s e t t l e  . . . th e  b a l l s  t h a t  a r e  s t i l l  up in th e  a i r  j u s t
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u l t i m a t e l y  d i s a p p e a r . "
From th e  UAW v ie w p o in t ,  "Dropping o t h e r  demands r e q u i r e d  no
g r e a t  f o r e b e a r a n c e . " Johns tone  summarized t h a t  demands i n i t i a t e d
by l o c a l s  and approved by th e  N a t iona l  UAW-GM Department Conference
were o f t e n  so numerous,  complex and f a r  reach ing  t h a t  even UAW ne-
55g o t i a t o r s  c a l l e d  them "sun ,  moon and s t a r s "  demands.
N e g o t i a to r s  dropped th e  union shop demand and s e t t l e d  f o r
union s e c u r i t y  s i m i l a r  to  p r e v io u s  c o n t r a c t  p r o v i s i o n s :  c h e c k o f f
o f  union dues from employee paychecks .  Socia l  s e c u r i t y  and pens ions
96
aw ai ted  NLRB d e c i s i o n s .  I f  c o u r t s  o rde red  th e  c o r p o r a t i o n  to  barga in
on such i s s u e s ,  a j o i n t  s tudy  committee would be s e t  up.  The 11 ce n t
pay r a i s e  q u ie te d  demands f o r  i n c re a s e d  v ac a t io n  pay.^G
At 6:30 a . m . .  May 25 ,  t y p i s t s  f i n i s h e d  t h e i r  c o n t r a c t .  The
n e g o t i a t o r s ,  a f t e r  twenty hours  o f  b a r g a i n i n g ,  and n e a r l y  t h i r t y -
seven s e s s i o n s ,  r e l e a s e d  c o p ie s  o f  t h e i r  agreement  to  r e p o r t e r s ,  who
had been awakened a t  f o u r  a . m . ,  and summoned t o  t h e  GM B u i ld ing .
UAW members g o t  an 11 c e n t  pe r  hour i n c r e a s e ;  an 8  c e n t  c o s t
o f  l i v i n g  al lowance  (COLA) and a 3 c e n t  annual improvement f a c t o r  (AIF).
On September 1,  and every  s u b se q u en t  q u a r t e r ,  th e  BLS Consumer P r ice
Index de termined  wage i n c r e a s e s  o r  d e c r e a s e s ,  a c c o rd in g  t o  th e  1.14
inc rem en t .  There was no c e i l i n g  on i n c r e a s e s ,  b u t  a 5 c e n t  f l o o r  on
d e c r e a s e s .  Workers expec ted  a n o t h e r  3 c e n t  s t a n d a r d  o f  l i v i n g  r a i s e  
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on May 29 ,  1949.
The UAW announced t h a t  a q u a r t e r - m i l l i o n  GM workers  gained 
$55 ,000 ,000  a y e a r  in  wages from th e  c o n t r a c t  and GM cou ld  absorb 
t h e  wage i n c r e a s e  w i th o u t  p a s s in g  i t  on t o  consumers in h ig h e r  p r ice s . '  
Company ex e c u t iv e s  expec ted  t o  spend $75 m i l l i o n  a y e a r  f o r  wages, 
and ga in  two y e a r s  o f  u n i n t e r u p t e d  p r o d u c t io n .  Some automakers p r e ­
d i c t e d  au to  p r i c e  i n c r e a s e s .  Wilson s a i d  " n o , "  n o t  a t  l e a s t  u n t i l  
GM in t ro d u c e d  i t s  1949 models.
Several  days l a t e r  GM o f f e r e d  f o r t y  thousand  United  E l e c t r i c a l  
Workers on t h e i r  p a y r o l l  t h e  same wage agreement ,  and th e y  accep ted .
A week l a t e r ,  GM gave one hundred thousand s a l a r i e d  workers  4 p e r c e n t  
COLA i n c r e a s e s  and promised t o  a d j u s t  s a l a r i e s  a c c o r d in g ly  q u a r t e r l y  
The UAW and GM s t i l l  needed t o  r e c a p i t u l a t e  t h e  agreement f o r
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t h e  workers and the  p r e s s .  J o hns tone  reminded th e  e x e c u t i v e  board
of th e  need t o  t e l l  workers "not  t o  watch the  s t o r e  windows look ing
f o r  p r i c e  i n c r e a s e s  and jumping f o r  jo y  each time t h a t  p r i c e  i n -  
fi?
c r e a s e s . "  V ic t o r  Reuther  s t a t e d  t h a t  UAW members s e n t  t o  l o c a l s  
th roughou t  t h e  U.S. and Canada found i t  d i f f i c u l t  t o  e x p l a i n  th e  
c o n t r a c t  to  workers because i t  was n o t  a l i t t l e  more pay in  t h e  en ­
velope bu t  a fo rm u la ,  t i e d  t o  l i v i n g  c o s t  f i g u r e s .  When workers  
l i v e d  with  t h e  agreement and en joyed  i t s  b e n e f i t s ,  they  unders tood  
i t  b e t t e r ,  he ind ica ted .® ^
Each l o c a l  took a m a j o r i t y  vo te  d e te rm in a t io n  o f  i t s  e n t i r e  
membership. The conven t ion  v o t in g  s t r e n g t h  of  each lo c a l  dec ided  
th e  outcome. By June 7,  a m a j o r i t y  o f  d e l e g a t e s  approved.®^
The p u b l i c  r e l a t i o n s  s t a f f  o f  GM held a seminar  f o r  r e p o r t e r s  
a f t e r  th e  s e t t l e m e n t .  Seaton r e l a t e d  t h a t  " the  only  guy who r e a l l y  
unders tood i t  was Stan Brams."^^  Brams was p u b l i s h e r  o f  Labor T re n d s , 
and D e t r o i t  e d i t o r i a l  manager f o r  McGraw-Hill p u b l i c a t i o n s ,  which i n ­
c luded  Bus iness  Week. He th o u g h t  GM s o ld  i t s  s t o r y  w e l l .  He de ­
s c r ib e d  th e  Wilson legend o f  dreaming up th e  concep ts  in  t h e  h o s p i t a l :  
"Here was a l o g i c a l ,  s im p le ,  d ra m a t ic  s t o r y  . . . t h i s  man i s  s i c k ,  
and th i n k in g  abou t  what he can do t o  s o lv e  problems,  and he comes up 
wi th  a brand new fo rm u la ."  People responded ,  "Here i s  a formula 
t h a t  w i l l  i n s u r e  l a b o r  peace f o r  g e n e r a t i o n s . "  He concluded  t h a t  
Wilson must have o r i g i n a t e d  t h e  combined c o n c e p t s ,  as  t h e  UAW never 
c o n t r a d i c t e d  t h e  way GM h e ra ld e d  them as W i lson 's  g r e a t  developments?^  
D e t r o i t  Times r e p o r t e r  Jack  C r e l l i n  r e p re s e n t e d  GM as  more 
p r a c t i c a l  than  l i b e r a l  o r  generous  i n  t h i s  s e t t l e m e n t .  He chuck led .
98
"They always cla im g e n e r o s i t y  whenever they give money away." Under 
d e a d l in e  p r e s s u re  and accustomed to  s t r a i g h t  wage i n c r e a s e s ,  C r e l l i n  
could no t  r e a d i l y  d i f f e r e n t i a t e  th e  COLA and AIF, so good n a t u r e d ly  
encouraged h i s  i n s t r u c t o r s :  "Aw, d o n ' t  b o th e r  me w i th  t h a t ,  l e t ' s
go g e t  a d r in k .
Wilson ,  Reuther  and o t h e r s  a t t e n d e d  a luncheon meet ing o f  
D e t r o i t ' s  Mayor 's  Labor-Management-Cit izen 's  Committee. Ed Cushman, 
e x e c u t i v e  s e c r e t a r y  o f  th e  c o m m i t t e e , s a i d  C.E. Wilson though t  the  
group would be i n t e r e s t e d  in t h e  reason ing  behind th e  agreement.  The 
GM P r e s i d e n t  then re p e a te d  h i s  h o s p i t a l  legend and reminded eminent  
persons  p r e s e n t  t h a t  h e ,  a t r a i n e d  e n g i n e e r ,  l i k e d  t o  use c e r t a i n  
p r i n c i p l e s  to  minimize d i sag reem en t .
About Cost  o f  L iv ing  Allowances,  Wilson s a i d ,  "I d i d n ' t  be­
l i e v e  t h a t  employees o f  General  Motors ,  who h a d n ' t  c r e a t e d  th e  i n ­
f l a t i o n ,  ought  t o  be a d v e r s e ly  a f f e c t e d  by i t  any more than cou ld  
be a v o id e d . "
He acknowledged t h a t  t h e  annual improvement f a c t o r  was more 
o r i g i n a l  with  GM than COLA's, and reasoned ,  " I f  General Motors c a n ' t  
meet t h e  average  improvement in  p r o d u c t i v i t y ,  in t h e  n a t i o n ,  then 
w e ' r e  incompetent  as  a management."
Acceptance took t im e ,  as  Wilson n a r r a t e d  a t  t h e  luncheon.  
A l f r e d  S l o a n ' s  1941 l e t t e r  to  V i r g i l  J o rdon ,  NICB d i r e c t o r ,  e x p l a i n ­
ing  t h e  co n c e p t s ,  r e c e iv e d  a t e n  page l e t t e r  o f  r e j e c t i o n W a g e  
and p r i c e  c o n t r o l s  d u r in g  World War I I  de layed  i n t r o d u c t i o n  o f  
W i l s o n ' s  p r i n c i p l e s .  A f t e r  t h e  w ar ,  he t o l d  th e  g roup ,  t h e  "GM 
peop le  in  New York" hedged on th e  c o n c e p t s ,  and i s s u e s  o f  t h e  1945-46
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s t r i k e  d i s t r a c t e d  t h e m / ^  In 1948,  t h e  "GM people in  New York" 
f i n a l l y  agreed t o  t r y  i t .
Wal te r  Reuther  s a t  back in  h i s  c h a i r  and l e t  Wilson r e j o i c e  
over  what a l l  p r e s e n t  c ons ide re d  t o  be "Wilson' s  baby."  Born from 
th e  though t  o f  many y e a r s ,  t h e  1948 bundle b rought mixed b l e s s i n g s .  
W i lso n 's  baby always needed some e x p l a n a t i o n  to  d i s b e l i e v e r s  and 
d i s a p p o i n t e d  r e l a t i v e s  on e i t h e r  s i d e .  I t  s u f f e r e d ,  and s t i l l  s u f ­
f e r s ,  growing p a in s .
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p roduc t ion  o n l y ,  which accounted f o r  on ly  about  h a l f  o f  GM's p ro ­
d u c t io n .  The UAW s t a t i s t i c i a n s  t h e r e b y  made p r o f i t s  p e r  u n i t  appea r  
double t h e i r  a c t u a l  r a t e .  They a l s o  m i se s t im a ted  in c re a s e d  l a b o r  
c o s t s  by abou t  o n e - h a l f  he s a i d ;  th e y  o n ly  accounted f o r  wage i n ­
c r e a s e s  among GM employees,  when abou t  h a l f  the  t o t a l  work done on 
GM produc ts  o r i g i n a t e d  w i th  supply  i n d u s t r y  p e r sonne l .  I n te rv i e w  
wi th  Louis S e a t o n ,  August 9 ,  1974.
po
I b i d . The UAW computed t h a t  a 45 c e n t  wage i n c r e a s e  and 
comparable s a l a r y  in c r e a s e s  would c u t  GM's bonus fund by abou t  $22 
m i l l i o n .  They would have c u t  W i l s o n ' s  bonus by about  $350,000.
pA
In te r v i e w  with  V ic to r  R e u th e r ,  r e t i r e d  UAW Education De­
par tm ent D i r e c t o r ,  August 8 , 1974.
^ ^ I n t e rv i e w  with  Louis S e a to n ,  August  9 ,  1974.
ZGibid.
^ ^A r thur  O 'Shea ,  " R e je c t s  6<t Hike and OK's S t r i k e , "  D e t r o i t  
Free P r e s s , A pr i l  18, 1948; "GM t o  L ay o f f  200 ,000 ,"  D e t r o i t  Times, 
Apri l  17 ,  1948; and " L e t ' s  Cut Wages," D e t r o i t  Free P r e s s , May 17, 
1948.
A. L iv in g s to n ,  "GM-UAW P a c t  i s  Epoch-Making," Washington 
P o s t , May 30,  1948,  and Asher Lauren ,  "Meat E r ro r  Puts  UAW Behind CIO 
E i g h t - B a l l , "  D e t r o i t  News, May 23 ,  1948.
29 In te rv i e w  with  Louis S e a to n ,  August  9 ,  1974.
in
Asher Lauren ,  "UAW To Vote On GM S t r i k e , "  D e t r o i t  News,
Apri l  28 ,  1948;  Both p a r t i e s  s e rved  n o t i c e  t o  modify t h e  c o n t r a c t
60 days b e f o r e  i t s  ann ive rsay  d a t e ,  A pr i l  28 ,  1948. The c o n t r a c t
con t inued  t o  o p e ra t e  a f t e r  Apri l  2 8 ,  1948, w hile  n e g o t i a t i o n s  con­
t i n u e d .  E i t h e r  GM o r  th e  UAW could  t e rm in a t e  th e  1947 agreement on
30 days w r i t t e n  n o t i c e .  The s t r i k e  d e a d l i n e ,  a c c o r d i n g l y ,  was May
103
28; In te rv iew  w i th  Louis S e a to n ,  August 9 ,  1974; and Asher Lauren ,  
"Big Auto S t r i k e  Expected as CIO Needs Pay Wedge," D e t r o i t  News,
May 2 ,  1948.
^^ In te rv i e w  wi th  Louis S ea to n ,  August 9 ,  1974.
^^ In te rv i e w  w i th  Earl  B r a m b le t t ,  August 22,  1974.
In te rv i e w  w i th  Andrew C our t ,  GM la bo r  econom is t ,  September 
5 ,  1974. About 280 government p r i c e  e x p e r t s  monthly measured ac tua l  
p r i c e  changes o f  s e t  q u a l i t y ,  u s u a l l y  purchased by "moderate income 
f a m i l i e s , "  in t h i r t y - f o u r  l a r g e  c i t i e s  t o  de te rmine t h e  Consumer 
P r i c e  Index.  The types  o f  p r i c e s  th e y  t a b u la t e d  were f o r  some of 
th e  fo l lo w in g :  f u e l ,  food ,  c l o t h i n g ,  household f u r n i s h i n g s ,  t r a n s ­
p o r t a t i o n ,  medical  s e r v i c e s ,  t e l e p h o n e  c o s t s  and movie t i c k e t s .  Some 
of  the  c i t i e s  were r o t a t e d  o r  dropped from month to  month,  b u t  the  
fo l lowing  ten  were always in c lu d ed :  New York C i t y ,  Chicago,  D e t r o i t ,
P h i l a d e l p h i a ,  P i t t s b u r g h ,  C i n c i n n a t i ,  Houston,  Bos ton ,  Birmingham, 
and Los Angeles .  From Carl Thompson, "GM Union's  Y a rd s t i c k  Measures 
Living Costs  From Phones t o  Food," Wall S t r e e t  J o u r n a l , May 26 ,  1948.
34 In te rv i e w  w i th  Andrew C our t ,  September 5 ,  1974. P ro d u c t i v ­
i t y  i s  g e n e r a l l y  measured by r e l a t i n g  the  t o t a l  o u tp u t  o f  a company 
o r  i n d u s t r y  to  t h e  t o t a l  number o f  hours  r e q u i r e d  in i t s  p ro d u c t io n .  
The man hours a r e  de termined  by m u l t i p l y i n g  th e  t o t a l  number o f  work­
e r s  by th e  average  number o f  hours worked. P r o d u c t i v i t y  i s  a measure 
o f  the  t o t a l  phys ica l  o u t p u t  r e l a t e d  t o  the  t o t a l  c o n t r i b u t i o n  of  a l l  
th e  f a c t o r s  o f  p ro d u c t io n .  Economists may, f o r  c o n v en ien ce ,  d iv id e  
th e  t o t a l  o u tp u t  by th e  t o t a l  number o f  hours worked,  and g e t  o u tpu t  
p e r  man hour.  S ince  1939 . . . t h e  d i s t o r t i o n s  o f  p ro d u c t io n  in 
World War II and t r a n s i t i o n  to  peace made measuring p r o d u c t i v i t y  
d i f f i c u l t ,  b u t  most  e s t i m a t e s  show t h a t  p r o d u c t i v i t y  i n c re a s e d  a t  
about  th e  same annual i n c r e a s e  as p reced ing  y e a r s .  From J u l e s  Back- 
man, "Wages and P r o d u c t i v i t y , "  Dun's Review, Vol. 61 ,  No 2297 
( J a n u a ry ,  1953) ,  pp. 24 ,  72.
35
In te rv i e w  with  Stephen DuBrul , d i r e c t o r  of  GM's Business 
Research s t a f f ,  June 28,  1974.
3Glbid.
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^^In te rv iew  w i th  Earl B ra m b le t t ,  August 22 ,  1974.
OO
In te rv iew  with  Stephen DuBrul,  June 28 ,  1974, and Stephen 
DuBrul to  Andrew C our t ,  who adv i sed  the  a u th o r  o f  t h e  d i s p o s i t i o n  o f  
GM board members in co r respondence ,  December 13,  1975.
As her  Lauren ,  "Not ice F i l e d , "  D e t r o i t  News, May 18,  1948.
40
In te rv iew  w i th  Louis S e a to n ,  August 9 ,  1974.
^ ^" S e t t l em e n t  on GM B as i s  I s  Expec ted ,"  D e t r o i t  Times , May 
26,  1948, and " S i g l e r  Revives C h r y s l e r  T a l k s , "  D e t r o i t  News, May 24,  
1948.
42 In te rv iew  with  Louis S e a to n ,  August 9 ,  1974.
^^ In te rv iew  with  Earl B ra m b le t t ,  August  22,  1974.
44
In te rv iew  with  John W. L iv in g s to n  and E. J .  "Pat"  P a t t e r s o n ,  
September 5 ,  1974.
4Slbid.
46 In te rv iew  with  Louis S ea to n ,  August 9 ,  1974.
^^Thomas Ar thur  J o h n s to n e ,  t o  th e  a u t h o r ,  September 5 ,  1974,
p.  8 .
48 In te rv iew  with  Louis S e a to n ,  August 9 ,  1974.
49lbid.
^ ^ " S ig l e r  Revives C h ry s le r  T a l k s , "  D e t r o i t  News, May 24 ,  1948. 
51 Proceedings o f  a Specia l  Sess ion  o f  th e  I n t e r n a t i o n a l  Exe­




I n te r v i e w  w i th  John W. L iv in g s to n  and E . J .  " P a t"  P a t t e r s o n ,  
September 5 ,  1974.
53
Johns tone  s a i d  he and Pa t  P a t t e r s o n  went t o  R e u t h e r ' s  home 
a f t e r  he had l e f t  t h e  h o s p i t a l  and a f t e r  t h e  agreement had been 
reached t o  t e l l  him o f  i t .  The t e n o r  o f  t h e i r  c o n v e r s a t i o n  was such 
" t h a t  i t  was very  c l e a r  t h a t  Reuther  had no p r i o r  knowledge o f  what  
had t r a n s p i r e d . "  Thomas A. Johnstone  t o  t h e  a u t h o r ,  September 5 ,  1974 
and December 23 ,  1975.
54
In t e r v i e w  w i th  Louis S e a to n ,  August  9 ,  1974.
55
Thomas A. Johns tone  to  t h e  a u t h o r ,  September 5 ,  1974.
"Pay Raise  Based on Liv ing  C o s t s , "  U.S. News and World R e p o r t , 
Vol. 24,  No. 23 (June  4 ,  1948),  pp. 44-48.
57
"The Meaning o f  the  GM Formula ,"  Newsweek, Vol.  31 ,  No. 23 
(June 7 ,  1948) ,  pp.  60-62.
58
I b i d . ,  and "How GM Got Raise  B a s i s , "  D e t r o i t  News, May 26,
1948.
59
UAW-CIO P u b l i c  R e la t io n s  Depar tment,  P ress  R e le a s e ,  D e t r o i t ,  
Michigan,  May 25 ,  1948,  WRLA-ÜAWGMDC.
G^As quo ted  by Will iam P. B la ck ,  "Higher P r i c e s  Seen a 'M a t te r  
o f  Time' as a R e s u l t  o f  GM, C h r y s l e r  Wage B o o s t s , "  Wall S t r e e t  J o u r n a l , 
June 1,  1948.
W al te r  Ruch, "UE, GM Agree on l U  Rise  f o r  40 ,000 Workers,"
New York Times , May 28 ,  1948. COLA and AIF s e t t l e m e n t s  were inc luded  
in n i n e t y - f i v e  b a s i c  agreements GM made w i th  seven te en  u n io n s ,  i n ­
c lud ing  P a t t e r n  Makers '  League o f  North Amer ica,  AFL; I n t e r n a t i o n a l  
Die S i n k e r s '  Confe rence ;  United Rubber Workers,  CIO; I n t e r n a t i o n a l  
Brotherhood o f  E l e c t r i c a l  Wrokers,  AFL; AFL Team ste r s ;  I n t e r n a t i o n a l  
A s s o c i a t i o n  o f  M a c h in i s t s ,  AFL; United P l a n t  Guard Workers,  and o t h e r s .
62
As quo ted  in  Proceedings  o f  a S p ec ia l  S es s ion  o f  t h e  I n t e r ­
n a t io n a l  E xecu t ive  Board,  UAW-CIO, May 2 7 -2 8 ,  1948,  D e t r o i t ,  Michi­
gan,  p.  16, WRLA.
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G^Interview w i th  V ic to r  R eu th e r ,  August  8 ,  1974.
G4"Workers OK GM P a c t , "  PM, June 8 ,  1948.
^ ^ In te rv i e w  with  Louis S e a t o n ,  August 9 ,  1974.
G^Inte rv iew w i th  S ta n l e y  H. Brams, D e t r o i t  e d i t o r i a l  manager 
f o r  McGraw-Hill P u b l i c a t i o n s  and p u b l i s h e r  o f  Labor T re n d s , J u l y  25 ,  
1974.
G^in te rv iew w i th  Jack  C r e l l i n ,  l a b o r  r e p o r t e r  f o r  th e  D e t r o i t  
Times in  1948, now D e t r o i t  News l a b o r  r e p o r t e r .  Mr. C r e l l i n  has c o v e r ­
ed l a b o r  r e l a t i o n s  c o n t i n u a l l y  s i n c e  1939. August 15,  1974.
®®In World War I I ,  Ed Cushman se rv ed  as Manpower Commission 
D i r e c t o r  f o r  Michigan.  In 1946,  he was appo in ted  s p e c i a l  a s s i s t a n t  
to  S e c r e t a r y  o f  Labor A r th u r  Schwellenbach .  From 1954 t o  1959 he was 
American Motors Corpora t ion  Vice P r e s i d e n t  o f  I n d u s t r i a l  R e l a t i o n s .
From 1959 to  1966, he was Vice P r e s i d e n t  o f  American Motors Corpora­
t i o n .  For i n t e r m i t t a n t  t e rm s ,  he d i r e c t e d  t h e  I n s t i t u t e  o f  Labor
R e l a t i o n s ,  f i r s t  sponsored  by Wayne U n i v e r s i t y ,  then by both  t h e  Uni­
v e r s i t y  o f  Michigan and Wayne S t a t e  U n i v e r s i t y .  C u r r e n t l y ,  he i s  on 
th e  e x e c u t i v e  board o f  t h a t  I n s t i t u t e  w h i le  a l s o  s e r v in g  as Vice 
P r e s i d e n t  o f  Wayne S t a t e  U n i v e r s i t y .  In te rv i e w  w i th  Ed Cushman, Au­
g u s t  1,  1974.
^^On Apri l  15,  1941,  NICB P r e s i d e n t  V i rg i l  Jordan  s e n t  A l f r e d  
P. S loan in  New York C i ty  a l e t t e r  from New York C ity  (GMPRL) which 
in c lu d e d  th e  fo l l o w in g  i n t e r e s t i n g  a s s e r t i o n s :
1)Now t h a t  l a b o r  unions and government work c o - o p e r a t i v e l y ,  
th e y  can de te rm ine  working hours and wages ,  b u t  n o t  r e a l  income o r  
s t a n d a r d  o f  l i v i n g .  The U.S. l a b o r  movement does n o t  now wish t o  mere ly  
i n c r e a s e  wages and d e c r e a s e  working h o u r s ,  b u t  seeks p o l i t i c a l  c o n t ro l  
o f  i n d u s t r y  and economic o r g a n i z a t i o n .  They wish t o  use such p o l i t i c a l  
c o n t ro l  to  improve worker s t a t u s  th rough  l e g i s l a t i o n  and government 
a c t i o n ,  r a t h e r  than  c o l l e c t i v e  b a r g a i n in g  and lobbying .
2)As long  as they  d o n ' t  have such complete p o l i t i c a l  c o n t ro l  
and s t i l l  depend on b a rg a i n in g  and s t r i k e s ,  they wi l l  s t i l l  seek  h ig h ­
e r  wages and s h o r t e r  h o u r s ,  and p robab ly  n o t  acc e p t  au tom at ic  wage 
ad ju s tm e n t .
3)Even i f  they  ga ined  complete  p o l i t i c a l  c o n t r o l ,  the y  would 
n o t  l i k e l y  a c c e p t  COLA's, because  t h e i r  p o l i t i c a l  power would depend 
on union members who would expec t  h i g h e r  wages and s h o r t e r  hours  r e -
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g a r d l e s s  o f  t h e i r  e f f e c t  on r e a l  l i v i n g  s t a n d a r d s .
4)C0LA's might  only be a c c e p t a b l e  " a f t e r  c o n s id e r a b l e  p a i n ­
fu l  ex p e r i en ce  under  a l a b o r  government which had acqu i red  complete 
c o n t ro l  o f  i n d u s t r y .  I t  could be s u c c e s s f u l l y  ap p l ied  on ly  i f  a p p l i e d  
t h roughou t  i n d u s t r y  as a whole.  I t  could  be so app l ied  only  i f  i n ­
d u s t r y  were government c o n t r o l l e d  where wages ,  working h o u rs ,  p r i c e s ,  
and th e  f low o f  c a p i t a l  inves tm en t  i n t o  t e c h n o lo g ic a l  improvements 
were de termined  f o r  each s p e c i f i c  i n d u s t r y  and o p e r a t i o n .  This  im­
p l i e s  t h e  end o f  f r e e  e n t e r p r i s e  and p robab ly  a l s o  o f  t e c h n o lo g ic a l  
p ro g re s s  and l i v i n g  s t a n d a rd s .
5)When app ly ing  a r a t i o n a l  au tom at ic  wage ad jus tm en t  t o  any 
s p e c i f i c  concern under f r e e  e n t e r p r i s e ,  t h e  d i f f e r e n t  economic p o s i ­
t i o n s  o f  each r e n d e r s  the  fo rmula d i f f i c u l t  t o  apply .
6)Univ e r s a i ly  ap p l ied  COLA's g ive  the  b e n e f i t s  o f  in c re a s e d  
p r o d u c t i v i t y  so  long as wages a r e  m a in ta ined  and t e c h n o lo g ic a l  im­
provements reduce  t h e  c o s t  o f  l i v i n g  index .  However, ex p e r i e n c e  shows 
t h a t  wages a r e  u s u a l l y  i n c re a s e d  more than  th e  c o s t  o f  l i v i n g  when i t  
r i s e s  and n o t  reduced as much when i t  f a l l s .
7 ) The on ly  o t h e r  fo rm ula-based  wage d e t e rm in a t io n  might  be to  
a d j u s t  a company's wages acc o rd ing  t o  i t s  e a r n i n g s .  I t  would be 
d i f f i c u l t  f o r  a company to  openly  a p p o r t i o n  in c re a s e d  e a rn in g s  between 
i n c re a s e d  wages and c a p i t a l  r eq u i re m en ts  f o r  expans ion .  I t  would a l s o  
be d i f f i c u l t  t o  dec re a se  wages when th e  company p r o f i t s  l e s s .  I f  the  
fo rmula  o f  t h i s  type  were n a t i o n a l l y  a p p l i e d ,  i t  would be d i f f i c u l t
t o  s h a re  s u c c e s s fu l  i n d u s t r y  p r o f i t s  w i th  l e s s  s u c c e s s fu l  i n d u s t r i e s .
8 ) Jordan  thought  t a c i t  r a t h e r  than  au tom at ic  wage ad jus tm en ts  
a cc o rd ing  t o  a more w e l l -de ve loped  CPI index  might  be d e s i r a b l e ,  b u t  
t h e  1948 type  o f  proposal  seemed to  him t o  i n v i t e  ex tended government 
c o n t ro l  over  p r i c e s  and wages and c r e a t e  more problems than i t  so lved .
In te rv i e w  with  Ed Cushman, August 1 ,  1974. By "GM men in  
New York" he meant some members o f  th e  GM Board o f  D i r e c t o r s ,  F in ­
ance Committee Members and some o t h e r  GM e x e c u t i v e s ,  who c o n fe r re d  
in New York C i ty .
CHAPTER V 
RESPONSE
Some cheered  th e  "generous s e t t l e m e n t  t h a t  broke employer 
r e s i s t a n c e "  and a n t i c i p a t e d  a "new e r a  o f  good f e e l i n g  in t h e  au to
i n d u s t r y . "1 C h ie f  U.S. Mediator  Cyrus Ching expec ted  the  c o n t r a c t
2
t o  s e t  a p a t t e r n  f o r  i n d u s t r i a l  peace .  L i f e  e d i t o r s  p o n t i f i c a t e d ,  
" I t  f u l f i l l e d  the  ' j u s t  wage' p r e o c c u p a t io n  o f  C h r i s t i a n  m o r a l i s t s
3
s i n c e  t h e  C a t h o l i c  schoolmen o f  t h e  Middle Ages."  A r e c u p e ra t i n g  
W al te r  Reu ther  and UAW Vice P r e s i d e n t  J ack  L iv ings ton  t r a v e l e d  to  
P i t t s b u r g h  t o  d i s c u s s  the  c o n t r a c t  w i th  CIO Nat iona l  P r e s i d e n t  
P h i l i p  Murray .^
Some o ld  l i n e  t r a d e  union l e a d e r s  d i sapp roved .  V ic to r  
Reuther  remembered "angry growls from Washington,  from John L. 
Lewis" and o t h e r s  who spurned th e  "unorthodox approach to  wage mat­
t e r s . "  "They p r e f e r r e d  a n i c e  b ig  husky cash  s e t t l e m e n t , "  he s a i d .  
"This b u s in e s s  o f  g e t t i n g  i t  in d r i b l e t s  th rough  c o s t  o f  l i v i n g  
a d ju s tm e n t s  and annual  improvement f a c t o r s  . . . they  s o r t  o f  look­
ed upon i t  as  the  n e g o t i a t i n g  o f  a boy s c o u t .
One UAW member a sked ,  "How can th e  l e a d e r s h i p  cla im  ll(f as 
a v i c t o r y  a f t e r  t e l l i n g  us t h e  minimum we needed was 30<̂  and then  
we g e t  an e s c a l a t o r  b e s i d e s . "  Some workers  d i s t r u s t e d  government
c o n t ro l  o f  and company i n f l u e n c e  o ver  t h e  Bureau o f  Labor S t a t i s t -  
6I C S .
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Char les  E. Wilson i n v i t e d  h i s  f r i e n d ,  Frank R is in g ,  to  a p r i ­
v a te  luncheon t o  d i s c u s s  th e  c o n t r a c t .  R i s in g ,  who s tood ou t  as 
one o f  few automotive people bold enough to  c h a l l e n g e  p u b l i c l y  the  
new GM agreement,  was the  former l a b o r  e d i t o r  o f  Business  Week.
Now, as head o f  the  Automotive P a r t s  A s s o c i a t i o n ,  he r e p re s e n te d  
400 GM s u p p l i e r s . ^
He argued with  Wilson:  " I f  you use t h i s  au tom at ic  c o s t  o f
l i v i n g  wage i n c r e a s e  w id e ly ,  you w i l l  f i n d  t h a t  r a i s i n g  th e  p r i c e  
of  l a b o r  r a i s e s  th e  p r i c e  o f  goods,  which r a i s e s  t h e  c o s t  o f  l i v i n g ,  
which r a i s e s  t h e  p r i c e  o f  l a b o r  . . . l i k e  a dog chas ing  i t s  own 
t a i l . "
"And i f  d i s a s t e r - - w e a t h e r ,  l e t ' s  s a y - - s t r i k e s  a big segment 
o f  t h e  economy and th e  c o s t  o f  l i v i n g  goes down . . . then what?" 
Ris ing  s e a rc h e d .  Wilson adm it ted  t h a t  h i s  f r i e n d  had reason  f o r  
lack  o f  en thus ia sm ,  but  coun te red  w i th  h i s  s t r o n g  c o n v ic t io n  t h a t  
the  GM p la n  r e l i e v e d  both s id e s  o f  much w ran g l in g ,  and would regu ­
l a r i z e  l a b o r  r e l a t i o n s .  He a l s o  t r u s t e d  t h a t  r e a s s u r e d  workers 
would s t a y  w i th  GM, and work h a rd e r  f o r  promotion because o f  the  
c o n t r a c t . ^
Some automakers p r i v a t e l y  admit ted  "shocked ch ag r in "  to  r e ­
p o r t e r s . ^  Contra ry  t o  Drew P e a r s o n ' s  rumors t h a t  " the  b ig  boys o f  
i n d u s t r y "  a t  t h e i r  "Waldorf  Conference" dec ided  t o  c o n ta in  wages 
between 9 c e n t s  and 11 c e n t s ,  key automakers claimed th e  suddenness 
o f  GM's s e t t l e m e n t  caught  them o f f  guard .  They cons ide red  c o s t  o f  
l i v i n g  e s c a l a t i o n  p a s s é ,  im p ra c t i c a l  and c o s t l y .  Hopes f o r  l a b o r  
peace and p ro s p e c t s  o f  r eco rd  o u tp u t  modif ied  t h e i r  d i sco n ten t .^®
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Communists grew red faced  a t  t h e  s e t t l e m e n t .  The UAW be t rayed  
th e  worker ,  they  charged .  Dai ly  Worker co lumnis t  Nat Ganley s a id  
Reuther l o s t  o u t  on the  key demand, th e  union shop. He accused  th e  
union o f  n e g o t i a t i n g  p o s s i b l e  wage c u t s  f o r  the  f i r s t  t ime in h i s ­
t o r y .  S tagge red  long term c o n t r a c t s  weakened the  c o o r d i n a t i o n  o f
s t e e l ,  e l e c t r i c a l ,  and au to  i n d u s t r y  b a r g a i n i n g ,  ano the r  Communist 
12complained.
S i m i l a r  c h e e r s  and j e e r s  fol lowed the  GM package th rough  th e  
y e a r s .  Wilson s p e n t  the  hours supposedly  r e l e a s e d  from t h e  co n t in u a l  
clamor o f  b a rg a i n in g  to  defend and promote the  c o n t r a c t .
By 1950, few i n d u s t r i e s  adopted a l l  t h r e e  p r i n c i p l e s ,  bu t  some 
i n s i t u t e d  lo n g e r  te rm c o n t r a c t s .  Between 1948 and 1950,  GM recorded  
the  lowes t  amount o f  t ime l o s t  t o  work s toppages  in  i t s  h i s t o r y .  
Company o f f i c i a l s  pe rce ived  l i t t l e  UAW resen tm ent  when c o s t  o f  l i v ­
ing d e c re a se s  c u t  wages in t h e  f i r s t  and second q u a r t e r s  o f  1949 and 
the  f i r s t  q u a r t e r  o f  1950. As COLA's dropped ,  GM reduced c a r  p r i c e s .
In s p i t e  o f  wage c u t s ,  worker pu rchas ing  power in c re a s e d  9 ce n t s
13hour ly  in  two y e a r s ,  Wilson a s s e s s e d .  GM could pay i t s  wage b i l l  
and n ever  complain about  l a b o r  c o s t s  in  the  i n i t i a l  y e a r s  o f  the  
fo rm u l a ' s  a p p l i c a t i o n .  The c o r p o r a t i o n  announced th e  b e s t  o p e r a t i o n s  
in h i s t o r y , and c r e d i t e d  i t  t o  l a b o r  peace and the  n o n - r e c u r r in g  i n ­
f lu e n c e  o f  pos tw ar  consumer demands.
The 1950 agreement s ecured  and am p l i f i e d  the  1948 c o n t r a c t .  
Some UAW members d i s l i k e d  e s c a l a t i o n .  O ther  concess ions  GM o f f e r e d  
in 1950 l e d  them to  con t inue  i t .  COLA's could drop on ly  3 c e n t s  i n ­
s t e a d  o f  5 c e n t s  as  in  t h e  o r i g i n a l  c o n t r a c t .  E s c a l a t i o n  secured
I l l
f i v e  y e a r s  o f  promised i n d u s t r i a l  peace.  Only p ro d u c t io n  s tan d a rd  
g r iev a n ces  w ar ran ted  s t r i k e s .  GM wanted t o  co n t in u e  3 c e n t  A IF ' s .
The UAW b id  f o r  5 c e n t ,  and s e t t l e d  f o r  4 c e n t  A I F ' s .  Some s k i l l e d  
workers g o t  a d d i t i o n a l  5 c e n t  i n c r e a s e s .  GM g ra n te d  pens ions  and
15in s u ra n c e  b e n e f i t s  which su rp a s se d  o t h e r  au to  c o n t r a c t  p r o v i s i o n s .
Although GM aga in  shunned union a t t e m p t s  t o  gain g r e a t e r  con­
t r o l  ove r  j o b s ,  the y  al lowed a modif ied  union shop.  By t h i s  p ro­
v i s i o n ,  new employees became dues paying members n i n e ty  days a f t e r  
the y  s t a r t e d  work. A f t e r  one y e a r  o f  membership,  they  could  q u i t  o r  
r e - e n r o l l .  Those a l r e a d y  un io n ized  remained in  t h e  d u r a t i o n  o f  the  
c o n t r a c t .  A T a f t - H a r t l e y  d e s ig n a te d  e l e c t i o n  r e v e a l e d  t h a t  89 p e r ­
c e n t  o f  t h e  v o te r s  favored  a union shop.  The modif ied  union shop 
gave th e  UAW th e  s e c u r i t y  and p r e s t i g e  i t  c o n s id e r e d  v i t a l  to  the  
f i v e  y e a r  p e r io d .
The major c r i t i c i s m  o f  th e  c o n t r a c t  over  many y e a r s  was t h a t  
i t  appeared  to  be " i n f l a t i o n a r y . "  C r i t i c s  s a i d  the  s e t t l e m e n t  p r e ­
vented  s t r i k e s  and s h o r t a g e s  t h a t  o f t e n  i n f l a t e d  p r i c e s ,  b u t  added 
t h a t  l a b o r  c o s t s  and consequen t  p r i c e  i n c r e a s e s  o f f s e t  t h o s e  bene­
f i t s .  O thers  f e a r e d  t h a t  i f  p r i c e s  f e l l  and wages d ropped ,  de-
18e s c a l a t i o n  might  am pli fy  r e c e s s i o n .  O the rs  wondered how a company
could  c o n t in u e  t o  pay p r o d u c t i v i t y  wages in  a r e c e s s i o n ,  when t h e i r
p r i c e s  f e l l .  Companies under  such s t r e s s  might  l a y  o f f  workers and
19a l s o  worsen r e c e s s i o n .
Wilson o f t e n  r e p e a te d  t h a t  he c o n s id e re d  th e  compact n e i t h e r  
i n f l a t i o n a r y  o r  d e f l a t i o n a r y .  He i n s i s t e d  t h a t  c o n d i t i o n s  over which 
GM and i t s  employees had l i t t l e  c o n t r o l ,  caused i n f l a t i o n :  money
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s u p p ly ,  government f i s c a l  p o l i c y ,  bank c r e d i t  p o l i c y ,  w a r s ,  s t r i k e s ,
20e x p o r t s  and crop f a i l u r e s .  Wilson reasoned  t h a t  improvement f a c ­
t o r s  o p e ra t e d  on the  p r i n c i p l e  t h a t  p r o d u c t i v i t y  i n c r e a s e s  p a r a l l e d  
wage i n c r e a s e s  and were n o t  i n f l a t i o n a r y .
The performance o f  t h e  package s i n c e  i t s  i n c e p t io n  i n d i c a t e s  
t h a t  i t  i s  abou t  as  i n f l a t i o n a r y  as a normal wage s e t t l e m e n t  would 
b e ,  and in  th e  long run p r o d u c t i v i t y  makes up f o r  such wage i n c r e a s e s .  
In t h e  s h o r t  r u n ,  and under  s p e c i a l  c o n d i t i o n s  th e  package a c c e p te d  
and seemed to  worsen i n f l a t i o n .  However, th e  f a c t  t h a t  i n f l a t i o n ' s  
burden  s h i f t e d  to  n o n - e s c a l a t e d  workers  i s  a more im por tan t  concern .  
The Korean War t e s t e d  " i n f l a t i o n a r y  t e n d e n c i e s . "  The 1950
c o n t r a c t  n e g o t i a t o r s  con s id e re d  i n c lu d in g  an ou t  c l a u s e  i f  war came,
21b u t  dec ided  e s c a l a t i o n  s u i t e d  both  war and peace economies.  Com­
m u n is t s  in  1948 s a id  GM adopted COLA's because they p r e d i c t e d  de ­
p r e s s i o n .  In 1950, U.S. Communist l e a d e r  Will iam Z. F o s te r  announced 
t h a t  c o n t r a c t  s i g n a t o r s  hoped f o r  e a r l y  ou tb reak  o f  U .S . -U .S .S .R .  war 
because  t h e i r  compact "guaran teed  th e  fabu lous  p r o f i t s  o f  GM f o r  f i v e
y e a r s  and foresaw impending high s p e e d ,  high p r o f i t ,  no s t r i k e  war 
22
p r o d u c t i o n . "
When war broke o u t ,  P r e s i d e n t  Truman’s Council o f  Economic 
A dv ise rs  expressed  concern  t h a t  p r i c e s  remain as s t a b l e  as p o s s i b l e ,  
and wages n o t  i n c r e a s e  f a r  beyond th e  a b i l i t y  o f  consumer goods t o  
abso rb  them. They knew t h a t  war r e q u i r e d  inc re a sed  over t ime  p ro ­
d u c t i o n ,  which g e n e ra ted  more spendab le  income. The Council sug­
g e s t e d  t h a t  wages be f ro z e n  o r  t h a t  d e f e r r e d  payments o r  h ig h e r
23t a x e s  m o l l i f y  wage i n c r e a s e s .
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I n d u s t r i e s  adopted e s c a l a t i o n  t o  keep t h e i r  workers  dur ing  
wart ime l a b o r  s h o r t a g e s .  Workers p r e f e r r e d  e s c a l a t i o n  t o  govern­
ment w age-pr ice  c o n t r o l ;  they  a n t i c i p a t e d  in c r e a s i n g  food c o s t s  be­
cause  fa rmers  had n o t  y e t  reached  p a r i t y  c e i l i n g s  on t h e i r  food 
24p r i c e s .  The number o f  e s c a l a t e d  workers ro s e  from about  e i g h t
25hundred thousand in J a n u a ry ,  1950 t o  t h r e e  m i l l i o n  i n  J a n u a ry ,  1951. 
Liv ing  c o s t s  ro s e  about  10 p e r c e n t  in t h i s  p e r i o d ,  and S e c r e t a r y  o f  
Labor Maurice Tobin claimed t h a t  45 p e r c e n t  o f  a l l  wage e a r n e r s ,  
mainly non-un ion ized  and w hi te  c o l l a r  w orke rs ,  f a i l e d  t o  keep pace
nc
with  i n f l a t i o n .  Wal te r  Reuther  f e a r e d  t h a t  government s t a b i l i z a ­
t i o n  might  impede c o n t r a c t e d  COLA's. In 1951,  he asked Wage S t a b i l i ­
z a t i o n  Board members n o t  to  harm " the g r e a t e s t  degree  o f  i n d u s t r i a l
27s t a b i l i t y  . . . e v e r  achieved  in  any m ass -p roduc t ion  i n d u s t r y . "
On March 1, 1951, the  WSB ru le d  t h a t  e s c a l a t i o n  accord ing  to  
c o n t r a c t s  completed on o r  b e fo re  January  25,  1951 cou ld  con t inue  
u n t i l  June 30,  1951. General wage o r  e s c a l a t o r  i n c r e a s e s  c o n t r a c t e d
po
a f t e r  January  25 could n o t  exceed 10 p e r c e n t .  The Board s t r e t c h e d
th e  June 30th d e a d l in e  t o  J u l y  31.  On August 3 ,  t h e  WSB unanimously
agreed  to  al low most U.S. workers wages t h a t  k e p t  up w i th  c o s t  o f  
29l i v i n g  in c r e a s e s .
To some National  I n d u s t r i a l  Conference Board r e s e a r c h e r s ,  wage 
s t a b i l i z a t i o n  resembled a "game o f  l e a p f r o g . "  They e x p la in e d :  "A
genera l  r e g u l a t i o n  i s  l a i d  down which s e t s  a p e rm is s iv e  wage i n c r e a s e  
c e i l i n g .  A s p e c i a l  case  comes up and the i n c r e a s e  p e rm i t t ed  jumps 
th e  c e i l i n g .
Others  d e s c r ib e d  th e  government program as "more l i k e  con-
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t r o l l e d  i n f l a t i o n  than c o s t  o f  l i v i n g  s t a b i l i t y . E c o n o m i c  S t a b i l ­
i z a t i o n  A d m in i s t r a to r  Er ic  Johnston  defended the wage p o l i c y .  He
reminded c r i t i c s  t h a t  i t  d id  n o t  r a i s e  wages but  s a id  government
32allowed i n d u s t r y - l a b o r  d e c i s i o n s  t o  r a i s e  them.
Wilson v i n d i c a t e d  h i s  formula w i th  h i s  c o n ten t io n  t h a t  wars 
and war p r e p a r a t i o n ,  r a t h e r  than t h e  c o n t r a c t  i t s e l f ,  caused i n f l a ­
t i o n .  There was "a s h i f t  in e q u i t i e s  between producers  ( th o s e  w i th  
t h e  s t r e n g t h  and h e a l th  t o  f i g h t  and work) and those  who depend on
the  p roducers  t o  p r o t e c t  t h e i r  accumulated  w e a l t h . "  He b e l i e v e d  t h a t
33i n f l a t i o n  in c r e a s e d  wages r a t h e r  than wages prompting i n f l a t i o n .
GM s t a t i s t i c i a n s  d iscovered  t h a t  wages sometimes ro se  l e s s  under  
COLA fo rm u la t io n  than under s t r a i g h t  wage b a rg a in s .
F u r t h e r ,  th e  company p r e s i d e n t  s t a t e d  t h a t  GM d iv idends  
c r e a t e d  more i n f l a t i o n  than d id  COLA's. GM s to c k h o ld e r s  r e c e iv e d  
$176 m i l l i o n  compared w i th  w o rk e r s ,  who earned $40 m i l l i o n .  One 
s to c k h o ld e r  l a t e r  wrote the  company, " I f  t h a t  i s  what he r e a l l y  be­
l i e v e s ,  t h e  s to c k h o ld e r s  o f  General Motors should g e t  themselves  
ano the r  boy ."^^
The WSB adopted i t  as  a n a t i o n a l  fo rmula ,  so i t  must be good,  
Wilson i n d i c a t e d .  I t  avoided s t r i k e s  and main ta ined  v i t a l  war p ro ­
d u c t io n .  "Maybe you h a v e n ' t  f rozen  wages,  bu t  y o u 'v e  fo rm u la r i z e d  
the  r i s e , "  he sa id .^®
A well  documented s tu dy  o f  wage t r en d s  between 1940-1956 by 
Benson S o f f e r  concluded t h a t  conven t iona l  agreements between 1941 
and 1948 d id  n o t  s u s t a i n  r e a l  wages as well  as GM type c o n t r a c t s  be­
tween 1948 and 1957. P a r a l l e l  c onc lu s ions  r e s u l t e d  from s tu d y in g
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t r o l l e d  i n f l a t i o n  than c o s t  o f  l i v i n g  s t a b i l i t y . "  Economic S t a b i l ­
i z a t i o n  A d m in i s t r a to r  E r ic  Johns ton  defended the  wage p o l i c y .  He
reminded c r i t i c s  t h a t  i t  d id  n o t  r a i s e  wages bu t  s a i d  government
32al lowed  i n d u s t r y - l a b o r  d e c i s i o n s  t o  r a i s e  them.
Wilson v in d i c a t e d  h i s  formula  w i th  h i s  c o n t e n t i o n  t h a t  wars 
and war p r e p a r a t i o n ,  r a t h e r  than t h e  c o n t r a c t  i t s e l f ,  caused  i n f l a ­
t i o n .  There was "a s h i f t  in  e q u i t i e s  between p roducers  ( th o s e  with  
t h e  s t r e n g t h  and h e a l th  t o  f i g h t  and work) and th o s e  who depend on
th e  producers  to  p r o t e c t  t h e i r  accumulated  w e a l t h . "  He b e l i e v e d  t h a t
33i n f l a t i o n  in c re ased  wages r a t h e r  than  wages prompting i n f l a t i o n .
GM s t a t i s t i c i a n s  d i s co v e re d  t h a t  wages sometimes ro s e  l e s s  under 
COLA fo rm ula t ion  than  under  s t r a i g h t  wage b a r g a i n s . ^4
F u r th e r ,  th e  company p r e s i d e n t  s t a t e d  t h a t  GM d iv id e n d s  
c r e a t e d  more i n f l a t i o n  than d id  COLA's. GM s t o c k h o l d e r s  rece ived  
$176 m i l l i o n  compared w i th  w o r k e r s ,  who earned $40 m i l l i o n .  One 
s t o c k h o l d e r  l a t e r  w ro te  th e  company, " I f  t h a t  i s  what  he r e a l l y  be­
l i e v e s ,  th e  s to c k h o ld e r s  o f  General  Motors shou ld  g e t  themselves  
a n o t h e r  boy.
The WSB adopted i t  as  a n a t i o n a l  fo rm ula ,  so i t  must be good, 
Wilson i n d i c a t e d .  I t  avoided  s t r i k e s  and m a in ta ined  v i t a l  war p ro ­
d u c t io n .  "Maybe you h a v e n ' t  f ro z e n  wages,  b u t  y o u 'v e  fo rm u la r ized  
t h e  r i s e , "  he said.^®
A well documented s tu d y  o f  wage t r e n d s  between 1940-1956 by 
Benson S o f f e r  concluded t h a t  conven t iona l  agreements between 1941 
and 1948 did  no t  s u s t a i n  r e a l  wages as well as GM type  c o n t r a c t s  be­
tween 1948 and 1957. P a r a l l e l  co n c lu s io n s  r e s u l t e d  from s tudy ing
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s e l e c t  i n d u s t r i e s  b e fo re  and a f t e r  e s c a l a t i o n .  Real wages he ld  up 
b e t t e r  under e s c a l a t i o n  than w i th o u t  i t  d u r in g  i n f l a t i o n .
S o f f e r  focused  on wages du r in g  th e  i n f l a t i o n a r y  p e r io d  1941- 
42,  1946-48 and 1950-51.  The f i r s t  two p e r io d s  ev idenced wage lag  
as p r i c e s  r o s e .  In th e  l a s t  p e r i o d ,  when e s c a l a t i o n  took g r e a t e r  
f o o t h o l d ,  wage s e t t l e m e n t s  responded more q u i c k l y  t o  p r i c e  movements 
and wages sp read  more un i formly  and r a p i d l y  th ro u g h o u t  t h e  n a t i o n .  
Conventional  c o n t r a c t s  re-opened  o f t e n ,  t o  keep apace the  COLA’s .
The s tudy  showed t h a t  th e  wage l e v e l s  r e s t e d  on an i m p l i c i t  e s c a l a ­
t o r  b a s i s  when on ly  a small m i n o r i t y  were e x p l i c i t l y  covered .
Although n e g o t i a t e d  i n c r e a s e s  r e -opened  o f t e n  and caugh t  up 
w i th  COLA’S d u r in g  th e  Korean War, th e  o p p o s i t e  proved t r u e  in  1955 
and 1956. Automatic i n c r e a s e s  d id  n o t  keep up w i th  n e g o t i a t e d  i n ­
c r e a s e s  du r ing  s t a b l e  p r i c e  p e r i o d s .  I r o n i c a l l y ,  1955 saw t r e b l e d  
coverage as well  as  use of  both e s c a l a t i o n  and annual au tom at ic  i n ­
c r e a s e s  as worker  and i n d u s t r i a l i s t  foresaw con t inued  s t a b i l i z e d  
p r i c e s .  I f  p io n e e r s  o f  th e  package adopted i t  t o  defend a g a i n s t
r a p i d l y  r i s i n g  p r i c e s ,  f o l l o w e r s  adopted i t  f o r  o t h e r  r e a s o n s ,  p e r -
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haps the  d e s i r e  to  exper iment .
The second majo r  t r i a l  c h a l len g e d  t o  1950 c o n t r a c t ’s d u r a b i l ­
i t y .  When they  s ig n e d  th e  p a c t ,  Wilson t o l d  N ational  P ress  Club 
members t h a t  bo th  p a r t i e s  would d e f i n i t e l y  s u s t a i n  i t .  Although 
NLRB d e c i s i o n s  s a i d  t h a t  any m a t t e r  c o l l e c t i v e  b a rg a in in g  d id  n o t  
s e t t l e  remained n e g o t i a b l e  any t i m e ,  GM and t h e  DAW held t o  a w a iv e r
og
c l a u s e  t h a t  n u l l i f i e d  the  d e c i s i o n ’s im pac t  on them.
In J u l y ,  1952,  CIO S tee lw orke rs  won a 21 c e n t  f l a t  r a i s e .
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Autoworkers env ied  the  secure  s t e e l w o r k e r  wages compared w i th  t h e i r  
p o s s i b l e  l o s s  o f  Korean War e s c a l a t e d  ga in s  to  pos twar  CPI s e tb a c k s .  
GM workers might  lo s e  as much as 25 c e n t s  an hour i f  t h e  1949 r e ­
c e s s io n  l e v e l  r e c u r r e d .  They could  n o t  re-open t h e i r  c o n t r a c t  u n t i l  
May, 1955.39
In September,  1952, Reuther  announced th e  1950 c o n t r a c t  was 
"a l i v i n g  document,"  one s u b j e c t  t o  change when p a r t i e s  faced  d r a s ­
t i c a l l y  new c i r c u m s ta n c e s ,  as  the y  now d i d .  He urged r e -open ing  on 
t h a t  b a s i s  in  s p i t e  o f  Communist 's warn ings t h a t  GM could  l a t e r  cu t  
wages a t  w i l l  under such a " l i v i n g  document" p h i l o s o p h y . Reuther 
asked GM to  s e c u re  21 cen t s  of  th e  COLA in a permanent  base r a t e ,  
t o  i n c r e a s e  A IF ' s  from 4 cen ts  t o  5 c e n t s  h o u r ly ,  and t o  i n c r e a s e  
pens ions  from $125 t o  $140 monthly.
Another i s s u e  d i s r u p t e d  c o n t r a c t  c o n t i n u i t y .  BLS o f f i c i a l s  
p repa red  a r e v i s e d  index ,  p o s s i b ly  r e p l a c i n g  the  1935-39 based one 
on which t h e  1950 c o n t r a c t  r e s t e d .  The BLS showed l a b o r  and manage­
ment how to  sw i tch  over  to  t h e  new index  in December, 1952. Reuther  
adv ised  l o c a l s  t o  ig nore  BLS i n s t r u c t i o n s  and n o t  commit themselves  
t o  any new formulas  u n t i l  they  cou ld  see  s e t t l e m e n t s  in  b a s i c  i n ­
d u s t r i e s .  He vowed t o  annul t h e  o ld  c o n t r a c t  u n le s s  he won d e s i r e d  
m o d i f i c a t i o n s .
Auto ex e c u t iv e s  implored government o f f i c i a l s  t o  c o n t in u e  
p u b l i s h i n g  t h e  o ld  BLS index.  They d id  n o t  want a breach  o f  con­
t r a c t .  Reu ther  re fused  both  easy  t r a n s i t i o n  to  a new index and use 
o f  t h e  o ld  one ,  as  he sought  g a in s  from r e -o p en in g .  P r e s i d e n t  
Eisenhower d i r e c t e d  BLS o f f i c i a l s  t o  con t inue  the  o ld  index through
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42t h e  s p r i n g ,  and n e g o t i a t i o n s  co n t in u ed  on an i n t e r m i t t e n t  b a s i s .
R e u t h e r ' s  impasse b a c k f i r e d .  In the t h i r d  q u a r t e r  o f  1952, 
COLA'S con t inued  on th e  o ld  base .  Food c o s t s  d e c r e a s e d ,  and because 
the  o ld  index weighted food more h e a v i l y ,  the  CPI dipped from 239.1 
t o  234 .1 .  I t  caused a 1 c e n t  h o u r ly  n e t  wage c u t .  Meanwhile,  the  
new index ro se  s l i g h t l y ,  from 190.8 t o  190 .9 ,  and would have main­
t a i n e d  th e  wages. Reuther  s a id  seasona l  food f a c t o r s  t h a t  caused the  
downturn a l r e a d y  tu rn e d  upward,  b u t  were not  r e f l e c t e d  in  t h e  CPI.^3 
I n t e r n a l  p o l i t i c s  prodded th e  UAW-CIO P r e s i d e n t  f u r t h e r .  Carl 
S t e l l a t o ,  R e u t h e r ' s  enemy from th e  UAW's b ig g e s t  l o c a l .  Ford Local 
600,  r e s o lv e d  loud ly  t h a t  a l l  f u t u r e  c o n t r a c t s  should l a s t  on ly  one 
y e a r .  Convention d e l e g a t e s  would r e - c o n s i d e r  long te rm c o n t r a c t s ,
t h e  UAW Chie f  coun te red .  Many d e l e g a t e s  opposed f i v e  y e a r  c o n t r a c t s
44b u t  remained i n d i f f e r e n t  t o  S t e l l a t o ' s  one y e a r  only s t a n d .
On May 22,  1953, a UAW-GM supplemental  agreement gave workers
COLA'S based  on th e  new BLS in d e x ,  and f ro ze  19 cen t s  o f  t h e  prev ious
24 c e n t  ga in s  i n t o  the  b a s i c  wage s t r u c t u r e .  The AIF i n c r e a s e d  to
5 c e n t s .  Never again  d id  th e  UAW wager a f i v e  y e a r  c o n t r a c t .  They
45n e g o t i a t e d  every  t h r e e  y e a r s  t h e r e a f t e r .
Long term c o n t r a c t s  s u r v i v e d .  In f a c t ,  by 1959,  they  became
normal in  most i n d u s t r i e s . * ^  Some i n d u s t r i e s  kep t  o r  ex tended the
GM re c o r d .  General E l e c t r i c  workers  n e g o t i a t e d  a f i v e  y e a r  c o n t r a c t
47in  1955. The Teamsters  made a s i x  y e a r  pa c t  th e  same y e a r .  In 
1974, un ion ized  p r i n t e r s  working f o r  the  New York Times and The 
Dai ly  News, s igned  a ten y e a r  compact which provided  COLA's accord ing  
to  l o c a l  p r i c e s ,  a 3 p e r c e n t  AIF and o t h e r  b e n e f i t s .  The agreement
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48helped  newspaper managers so lve  lo n g s ta n d in g  r e s i s t a n c e  t o  au tomat ion .
As th e  " l i v i n g  document" trauma i n d i c a t e d ,  BLS index o p e ra t io n  
was th e  t h i r d  major t e s t  o f  t h e  GM package.  Both l a b o r  and manage­
ment c h a l len g e d  th e  BLS' o b j e c t i v i t y .  Stephen DuBrul remembered t h a t  
Wilson i n i t i a l l y  o rdered  GM r e s e a r c h e r s  to  check th e  v a l i d i t y  o f  the  
CPI. DuBrul concluded t h a t  BLS Commissioner I s ad o re  Lubin weathe red  
many p r e s s u r e s  s in c e  1929. Lubin r e s i s t e d  a t tem p ts  t o  l e g i s l a t e  laws 
compel l ing  in d i v id u a l  companies t o  r e l e a s e  some o f  t h e i r  r e c o r d s .
The Commissioner d e c l a r e d :  "The i n t e g r i t y  o f  t h i s  bureau must r e s t
upon the  i n t e l l i g e n t  c o o p e ra t io n  o f  th e  peop le .  . . .  I f  we s t a r t  
making companies r e p o r t ,  we can no lo n g e r  t r u s t  what they  send u s . "
He wanted t o  a s s u re  c o n f i d e n t i a l i t y ,  in  o r d e r  t o  ma in ta in  coopera ­
t i o n .  He o f t e n  won h i s  b a t t l e  t o  o p e r a t e  the  bureau t h i s  way, in
49s p i t e  o f  union and Congress iona l  c r i t i c s .
The f i r s t  problem o f  BLS f i g u r e s  a ro se  in  1949. GM acknowl­
edged UAW cla im s  t h a t  the  BLS d id  n o t  account  f o r  h ig h e r  p r i c e d ,
newly c o n s t r u c t e d  d w e l l in g s .  In August  o f  t h a t  y e a r ,  GM added .8
50p o in t s  t o  t h e  index they  u sed ,  w i th o u t  r e -open ing  th e  c o n t r a c t .
The BLS in  1949 a l s o  announced i t s  p lans  f o r  a 1952 index r e ­
v i s i o n .  When th e  Korean War s e n t  p r i c e s  s o a r i n g ,  t h e  bureau i s su ed  
an " i n t e r i m  index ."  This  recogn ized  t h a t  t h e  more p rosperous  1950 
consumer s p en t  l e s s  income on s u b s i s t e n c e  i t em s .  They weighted 
food expenses  10 p e r c e n t  l e s s  than  fo rm er ly  bu t  in c re a s e d  m e d ica l ,
51au tomobile  and m isce l l aneous  expenses  by th e  same pe rce n tag e  p o i n t s .
The UAW broke th e  1950 agreement  in 1953 and n e g o t i a t e d  on the  
1952 r e v i s e d  index.  Surveyors  found t h a t  housewives bought more o f
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newly improved i tems in t h e  1949-52 p e r io d .  They used more m a rg a r in e ,  
mechanical r e f r i g e r a t o r s  and s y n t h e t i c  d e t e r g e n t s  than they  had o f  
b u t t e r ,  soap and iceboxes  in p r e v io u s  t im es .  The index measured 
spending h a b i t s  o f  thousands o f  urban f a m i l i e s  with a $4 ,000 -$6 ,000  
y e a r l y  income in f o r t y - s i x  s m a l l ,  medium and l a r g e  c i t i e s .  The former 
index s t u d i e d  f a m i l i e s  o f  $ 3 ,000 -$5 ,000  y e a r l y  income in t h i r t y - f o u r
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l a r g e  c i t i e s  on ly .  For t h e  1952 in d e x ,  th e  BLS p r i c e d  t h r e e  hundred
items compared with  two hundred tw e n t y - f i v e  in  the  old  index .  The
new v e r s io n  inc luded  home ownership  and maintenance c o s t s  compared
with  r e n t a l  c o s t s  p r e v io u s ly  s t r e s s e d .  Nylons r ep la ced  s i l k  s to c k i n g s .
R es ta u ra n t  m e a ls ,  used c a r s ,  t e l e v i s i o n  s e t s ,  bee r  and b a b y s i t t e r s
were added.  For the  o ld  index ,  one hundred r e p re s e n t e d  p r i c e  averages
between 1935 and 1939. Now, one hundred r e p re s e n t e d  p r i c e  av e ra g es  from
1947 to  1949.53
The BLS computed t h a t  t h e  same pe rcen tage  change in  l i v i n g
c o s t s  t h a t  made the  old  index move 1.14 p o in t s  would move t h e  new
index only  .68  p o i n t s .  L iv ing  c o s t s  needed t o  double t o  w a r r a n t  penny
54i n c r e a s e s .  The same s low er  movement a l s o  a p p l i e d  to  d e c r e a s e s .  GM
and th e  UAW used the  fo l lo w in g  s t a n d a r d  to  make the  changeover :  
roughly  1 p e r c e n t  hour ly  pay change f o r  each 1 p e r c e n t  CPI change .
For every  .6 in c re a s e  in  t h e  new in d e x ,  GM gave an o th e r  1 c e n t  hour ­
ly .  For eve ry  .68 p o in t  d e c r e a s e ,  GM rega ined  1 c e n t  h o u r ly .  No 
wage c u t s  occur red  i f  t h e  index  f e l l  below 100.9 .55
About ten  yea rs  l a t e r ,  BLS index  r e v i s i o n  appeared on t ime f o r  
a scheduled  GM-UAW c o n t r a c t  r e c o n s i d e r a t i o n ,  in 1964. A s tu d y  begun 
in 1959, led  t o  a new index  r e l e a s e  in 1964. BLS e x p e r t s  p r i c e d  four
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hundred i t e m s ,  and t a l l i e d  more new than  used c a r s ,  more p r i v a t e  than  
p u b l i c  t r a n s p o r t a t i o n ,  and more h ig h l y  p ro cessed  and f ro zen  foods .  
Workers s p e n t  l e s s  on c e r e a l s  and bakery  goods ,  b u t  more on meat ,  
f i s h  and p o u l t r y  s in c e  the  1952 inde x .  The index r e f l e c t e d  c r e d i t  
as  well  as  cash pu rchases .  The BLS u s u a l l y  s tu d i e d  urban  workers  and 
lower s a l a r i e d  c l e r i c a l  workers  in  f a m i l i e s  o f  two o r  more. The BLS 
in  1964 computed a second index t h a t  r e p r e s e n t e d  t h e  f a m i l i e s  p lus  
s i n g l e  w orke rs .  The f a m i l i e s  only  index  ended in  November, 1964,  when 
BLS o f f i c i a l s  saw t h a t  both  indexes  moved in s i m i l a r  p a t t e r n s .  The 
s u rv e y ,  l i m i t e d  in  fun d in g ,  s t u d i e d  f i f t y - s i x  l a r g e  and medium s i z e d  
c i t i e s .  Because o f  new shopping p a t t e r n s ,  p r i c i n g  ex tended  t o  s u b u r ­
ban a r e a s . I n  O c tober ,  1964, GM and th e  UAW c o n t r a c t e d  COLA i n ­
c r e a s e s  a cc o rd ing  to  t h e  new in d e x ,  and promised 1 c e n t  h ou r ly  f o r  
each .4  p o i n t  index in c r e a s e  above 106 .1 .  Again,  l a b o r  g o t  a f l o o r  
on w a g e s . A  r e v i s e d  1971 Consumers P r i c e  Index changed th e  r e f e r ­
ence base  from 1957-59 to  1967,^®
The annual  improvement f a c t o r  was th e  fo u r th  majo r a s p e c t  o f  
the GM-UAW package to  come under  q u e s t i o n .  UAW le a d e r s  c o n s id e r e d  th e  
i n i t i a l  2 p e r c e n t  o f  the  average $1 .49  h o u r ly  wage,  o r  3 c e n t s ,  an 
in a d eq u a te  recompense f o r  t h e i r  p r o d u c t i v i t y .  Above average  wage 
e a r n e r s  sought  p e rc e n ta g e  i n c r e a s e s  based  on t h e i r  wages,  r a t h e r  than  
the av e ra g e .  Some economis ts  d i s a g r e e d ,  and s a id  t h a t  workers d id  
not  c r e a t e  as much p rog re s s  as th e y  g o t  pa id  f o r ,  and beseeched com­
pan ies  t o  sp read  p r o d u c t i v i t y  b e n e f i t s  to  t h e  p u b l i c  v ia  lower p r i c e s .  
The p r o d u c t i v i t y  o f  some workers cou ld  neve r  be a c c u r a t e l y  measured 
and rew arded ,  they  commented.
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V ic t o r  Reuther remembered o th e rw is e :  "We d i d n ' t  c l a im  t h a t
th e  r e s u l t  o f  the  r i s e  in p r o d u c t i v i t y  was s o l e l y  t r a c e a b l e  t o  i n ­
c r e a se d  e f f o r t  and e f f i c i e n c y  by l a b o r  . . . b u t  then we were not  
ask ing  t h a t  th e  f u l l  b e n e f i t  o f  t h e  r i s e  in  p r o d u c t i v i t y  be paid  ou t  
in  wage i n c r e a s e s . "  He went on ,  "We s a i d  we were e n t i t l e d  t o  a p e r ­
cen tag e  i n c r e a s e ,  g u a ra n t e e d ,  which . . . would r e f l e c t  what  an h i s ­
t o r i c a l  t r e n d  had been ,  and which we had every  reason  t o  b e l i e v e  
would c o n t in u e .
National  P ress  Club members p r a i s e d  W i lson 's  "ben ev o le n t  l i b ­
e r a l i s m , "  when he i n s i s t e d  t h a t  workmen and o t h e r  c i t i z e n s  dese rved  
a s h a r e  in t h e  n a t i o n ' s  advanc ing  p r o s p e r i t y .  "Any company t h a t  ex ­
p e c t s  t o  show good p r o f i t s  shou ld  a t t e m p t  t o  ea rn  them through e f f i ­
c i ency  and p r o g r e s s ,  and no t  j u s t  by c o l l e c t i n g  a t o l l , "  he p r o f e s s e d .  
The improvement f a c t o r  pledged employees to  r ecogn ize  how te chno ­
l o g i c a l  p r o g r e s s ,  b e t t e r  t o o l s  and methods,  and c o o p e ra t io n  in c re a s e d  
t h e i r  own wages.
The 2 p e r c e n t  f a c t o r  Wilson cons ide red  th e  " f i n a l  say"  on p ro ­
d u c t i v i t y  tu rned  o u t  to  be b u t  t h e  f i r s t  f i r ew orks  from w orkers .
Labor l e a d e r s  demanded a g r e a t e r  p e rc e n ta g e .  " I t  s topped be ing  a 
measure o f  p r o d u c t i v i t y  and s t a r t e d  t o  be merely a f l o o r  t h a t  l a b o r  
was e n t i t l e d  t o , "  l a b o r  r e p o r t e r  S t a n l e y  Brams r e c a l l e d .
In th e  1950 c o n t r a c t ,  UAW members won AIF 's  o f  4 c e n t s  h o u r ly ,  
a .5 p e r c e n t  o r  1 c e n t  i n c r e a s e  ove r  th e  o r i g i n a l  p r o v i s i o n .  GM s t i l l  
p u b l i c l y  defended th e  AIF. They s a i d  i t  f o s t e r e d  i n d u s t r i a l  harmony 
which reaped adequa te  d e fen se  p ro d u c t i o n .  Company o f f i c i a l s  reasoned  
t h a t  b e t t e r  paid  workers cou ld  buy more and p r e v e n t  marke t  g l u t s  t h a t
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decreased  p r i c e s .
U nited  S t a t e s  S tee l  Company e x e c u t iv e s  argued t h a t  du r ing  the  
Korean War, l a b o r  became s c a r c e .  To compete f o r  employees ,  companies 
needed A IF ' s  o r  t h e i r  e q u i v a l e n t ,  whether  o r  n o t  t h e i r  own p r o d u c t i v ­
i t y  i n c r e a s e d .  This  o f t e n  s p e l l e d  more i n f l a t i o n  w i th o u t  promoting
CO
o u t p u t .  o t h e r s  argued t h a t  p r o d u c t i v i t y  a c t u a l l y  decreased  dur ing  
war m o b i l i z a t i o n  as new and ine x p e r ie n c e d  workers j o i n e d  t h e  work 
f o r c e  and p l a n t s  r e - t o o l e d . E v e n  th e  National  A s s o c i a t i o n  o f  Manu­
f a c t u r e r s ,  o f  which GM was one th e  b i g g e s t  d u e s p a y e r s ,  c a l l e d  p ro ­
d u c t i v i t y  wage i n c re a s e s  i n f l a t i o n a r y . ® ^
The Wage S t a b i l i z a t i o n  Board acc ep ted  GM and o th e r  em ployer ' s  
p r o d u c t i v i t y  based i n c r e a s e s ,  as  long as companies proved in c re a s e d  
o u t p u t  p e r  man hour and as long as they  d id  no t  r a i s e  p r i c e s .  P r e s i ­
de n t  Truman and h i s  Council o f  Economic Advisers  (CEA) approved the  
y e a r l y  3 p e r c e n t  r a i s e s ,  i f  based on n a t io n a l  p r o d u c t i v i t y  ave rages .  
They a d v i s e d  a g a i n s t  any company p o l i c y  t h a t  appeared  to  in c r e a s e  
wages mere ly  t o  keep workers.  The CEA d id  n o t  ag ree  w i th  CIO c la ims 
t h a t  U.S.  annual  p r o d u c t i v i t y  now averaged  4 p e r c e n t ;  nor  d id  i t  
a c c e p t  AFL advocacy o f  a ca tch  up p r o d u c t i v i t y  r i s e  o f  11 p e rce n t  
s i n c e  1951.®®
A New York City  Research Company, F i s h e r ,  Rudge and N e b l e t t ,  
I n c o r p o r a t e d ,  q u es t ioned  156 company l e a d e r s  who employed 1.5 m i l ­
l i o n ,  in  1952. The i s s u e  o f  p r o d u c t i v i t y  came up in  60 p e r c e n t  o f  
th e  companies '  p o l i c y  d i s c u s s i o n s .  These a n t i c i p a t e d  o r  knew o f  
l a b o r  demands about  p r o d u c t i v i t y  wages. S l i g h t l y  over  h a l f  surmised 
p r o d u c t i v i t y  i n c r e a s e s  in  t h e i r  i n d u s t r y ,  b u t  few cou ld  guess how
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much. H a l f  the  management r e p r e s e n t a t i v e s  opposed d e t e r m in a t io n  o f  
wages acco rd ing  t o  p r o d u c t i v i t y .  Only 7 p e r c e n t  favored  i t .® ^
Many i n d u s t r i e s  t h a t  adopted  long te rm c o n t r a c t s  o r  e s c a l a t o r  
c l a u s e s  p rov ided  d e f e r r e d  wage i n c r e a s e s  in  second,  t h i r d  o r  l a t e r  
y e a r s ,  b u t  d id  no t  c a l l  them "annual  improvement f a c t o r s , "  a l though  
many revo lved  around p r o d u c t i v i t y  c o n s i d e r a t i o n s .  Some b a r g a i n e r s  
provided  f o r  long term c o n t r a c t s  w i th  d e f e r r e d  i n c r e a s e s  b u t  not  
e s c a l a t i o n .  More r a r e l y  over  t h e  y e a r s  have p a r t i e s  adopted long 
term c o n t r a c t s  w ith  e s c a l a t i o n  b u t  n o t  d e f e r r e d  i n c r e a s e s .
Big i n d u s t r i e s  mainly t r i e d  A IF 's  o r  d e f e r r e d  i n c r e a s e s  based 
on p r o d u c t i v i t y  i n c r e a s e s .  Sm al le r  companies bought l i t t l e  new mach­
in e ry  and used few new methods,  and d id  n o t  i n c r e a s e  t h e i r  p roduc­
t i v i t y  s i g n i f i c a n t l y  to  w a r r a n t  wage in c re a s e s .
The b a t t l e  o f  th e  AIF 's  c o n t inued  f o r  GM a lo n g s id e  q u e s t i o n s  
o f  i n d e x a t i o n .  In 1953, th e  re-opened  " l i v i n g  document" in c re a s e d  
A IF 's  1 c e n t  t o  5 c en t s  h o u r ly .  In 1955, the  c o n t r a c t  i n c r e a s e d  i t  
t o  an average  o f  6.1 c e n t s  h o u r ly .  A s l i d i n g  s c a l e  a d j u s t e d  A IF 's  
a t  about  2h p e r c e n t  o f  worker  wages in  v a r ious  r anges .  They d e t e r ­
mined A IF ' s  by the  fo l low ing  s c h e d u le :^ ^
Wage Range AIF (hour ly )
Less than $ 2 . 6 0 .......................... 6f
$2.60 - $ 2 . 9 9 ................................ l i
$3.00 - $ 3 . 3 9 .................................H
$3.40 - $ 3 . 7 9 ................................ H
$3.80 -  $ 4 . 2 0 .............................. 10^
In a d d i t i o n  t o  th e s e  g radual  in c r e a s e s  in t h e  number o f  c e n t s  
per  hou r ,  t h e  UAW in 1958 cla imed t h a t  th e  r a t e  o f  p r o d u c t i v i t y  ad­
vance was r e a l l y  3.9 p e rc e n t  a y e a r  and t h a t  th e  annual improvement
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f a c t o r  shou ld  match t h i s  f i g u r e .  GM's Brent  Upson c o n t e s t e d  th e  
union measurements and a l s o  p o in t e d  o u t  t h a t  any p r o d u c t i v i t y  s t a n ­
dard  should  cover  a l l  compensation i n c r e a s e s ,  n o t  j u s t  r e g u l a r  annual
71i n c r e a s e s  in  wages a lone .
The union did  n o t  win i t s  3 .9  p e r c e n t  p r o d u c t i v i t y  c la im .  I t  
won a s u s t a i n e d  schedule  o f  Zh p e r c e n t  o f  base wage r a t e s  o r  6 c e n t s ,  
whichever  was g r e a t e s t .  The i n c r e a s e  averaged 6 .2  c e n t s .  In 1961, 
they  used t h e  same s l i d i n g  s c a l e  p r o d u c t i v i t y  f o r m u l a t i o n ,  bu t  sub­
t r a c t e d  two c e n t s  from the  AIF and one c e n t  from th e  COLA toward im­
proved b e n e f i t s .  The AIF averaged  4 . 4  c e n t s  du r ing  t h i s  c o n t r a c t .
In t h e  two y e a r s  t h a t  fo l low ed ,  t h e  Zh p e r c e n t  s l i d i n g  s c a l e  g leaned  
average  A IF ' s  o f  6 .8  cen t s  in 1962 and 7 c e n t s  in 1963. In 1964' s  
t h r e e  y e a r  agreement,  AIF money was t r a n s f e r r e d  t o  b e n e f i t s  in  th e
f i r s t  y e a r ,  then a 2% p e r c e n t  s l i d i n g  s c a l e  provided  ad jus tm en ts
72av e ra g in g  7 . 4  c e n t s  in 1965 and 10 .5  c e n t s  in  1966.
The s e t t l e m e n t  o f  1967 b ro u g h t  a 20 c e n t  f l a t  pay i n c r e a s e  
t h a t  in c lu d ed  a t a c i t  AIF. In 1968 and 1969,  workers  r e c e iv e d  AIF 's  
acc o rd in g  t o  t h e i r  wage r an g e ,  as u s u a l .  The i n c r e a s e  amounted t o  
a 3 p e r c e n t  a v e ra g e ,  bu t  was n o t  s t a t e d  as a p e rc e n ta g e  in t h e  con­
t r a c t .  The minimum AIF was 9 c e n t s .  Although th e  f i r s t  y e a r ' s  i n ­
c r e a s e s  under  th e  1970 and 1973 c o n t r a c t s  inc luded  c e r t a i n  s p e c i a l  
i n c r e a s e s ,  t h e  under ly ing  3 p e r c e n t  r e n d e r in g  o f  a schedu le  o f  wage 
ranges  con t inued  through 1975.^^ In 1970,  UAW members a t  GM ga ined  
between 49 and 61 cen ts  hou r ly  in t h e  f i r s t  y e a r .  This  inc luded  AIF 
and averaged  51 c e n t s .  In 1971-72,  t h e  employees averaged 3 p e r c e n t  
A IF 's  w i th  a minimum r a i s e  o f  11 c e n t s  h o u r l y . T h e  1973 c o n t r a c t
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in c luded  a t a c i t  AIF t h e  f i r s t  y e a r ,  and 3 p e r c e n t  s l i d i n g  s c a l e  
A I F ' s ,  w ith  a minimum 12 c e n t  i n c r e a s e  the  second and t h i r d  y e a r s .
The "GM Formula ,"  as  some economis ts  c a l l e d  i t ,  o r i g i n a l l y  
angered some i n d u s t r i a l i s t s ,  because  i t  broke a wage i n c r e a s e  dead­
lock  and gave i n c r e a s e s  h i g h e r  than  most o t h e r s  in 1948. I t  gained  
p o p u l a r i t y  as o t h e r s  adopted  i t  in  whole o r  in p a r t  t o  s u i t  t h e i r  
needs .  Even th o s e  w i th  o t h e r  wage p r o v i s io n s  f e l t  i t s  impact .
Wilson hoped o t h e r s  would " tu r n  away from shotgun  b a rg a in in g "  
and apply  the  p r i n c i p l e s ,  n o t  n e c e s s a r i l y  the  money t e r m s ,  o f  t h e  GM 
Formula. He th ough t  small  as  well  as l a r g e  b u s in e s s e s  cou ld  use i t .  
Good businessmen do n o t  pay s u b s t a n d a rd  wages, no m a t t e r  how small 
t h e i r  o p e r a t i o n ,  he reminded.  Wilson s a id  he d i s c o v e re d  t h a t  s m a l l e r  
au to  p a r t s  companies r a i s e d  wages more than th e  b ig  a u to  companies 
between 1940 and 1950. He c o n s id e re d  i n d u s t r i e s  ca p a b le  o f  paying 
wage in c re a s e s  i f  both  l a b o r  and management used improved methods t o  
enhance ou tpu t  per  worker .
Some ob se rv e r s  i n t e r p r e t e d  1950 c o n t r a c t  terms as a c e i l i n g  
r a t h e r  than a s t a n d a rd  f o r  au tom ot ive  and r e l a t e d  i n d u s t r y  s e t t l e ­
ments.  Wal ter  Reuther  su g g es ted  t h a t  the  UAW would t r i m  th e  GM 
p a t t e r n  to  meet each p a r t i c u l a r  b a rg a in in g  s i t u a t i o n ,  as  he recog­
n iz ed  t h a t  many companies cou ld  n o t  meet the  c o s t s  in v o lv e d .
U n iv e r s i t y  o f  Chicago R esea rche r  F red e r ic k  Harbison i n d i c a t e d  
t h a t  the  GM Formula reached  more than  au tom ob i le ,  au to  p a r t s  and 
farm equipment i n d u s t r i e s  covered  in  UAW n e g o t i a t i o n s .  I t  a l s o  
touched  e l e c t r i c a l  m a nufa c tu r ing  in  t h e  GM-IUE ( I n t e r n a t i o n a l  Union 
o f  E l e c t r i c a l  Workers) p a c t .  S te e l  and a l l i e d  p r o c e s s in g  and f a b r i -
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e a t in g  i n d u s t r i e s  adopted i t ,  Harbison added.  Although s t e e l w o r k e r s  
unions shunned UAW b a rg a i n in g  p h i l o s o p h i e s ,  they  used t h e  GM-UAW pa c t  
as a p o i n t  o f  d e p a r t u r e ,  f o r  s t r a i g h t  wage i n c r e a s e s .  Harbison  be­
l i e v e d  the  s e t t l e m e n t  would s t a b i l i z e  c o l l e c t i v e  b a r g a i n i n g  i n  mass 
p roduc t ion  i n d u s t r i e s  because  i t  " e s t a b l i s h e d  a p r o g r e s s i o n  o f  econ­
omic benchmarks pegged f o r  a s i g n i f i c a n t  pe r iod  . . .  t o  t h e  e x t e n t
t h a t  t h e s e  benchmarks a c t  e f f e c t i v e l y  as c e i l i n g s ,  the y  may s t a b i l i z e
78wage movements a t  o r  below th e  GM s t a n d a r d . "
E s c a l a t i o n  never  covered more than 50 p e r c e n t  o f  workers  in 
c o n t r a c t s  t h a t  invo lved  one thousand o r  more. Except  in  meatpacking 
companies,  e s c a l a t i o n  r a r e l y  appeared in c o n t r a c t s  f o r  food i n d u s t r i e s ,  
t e x t i l e s ,  lumber ,  f u r n i t u r e ,  p a p e r ,  p r i n t i n g ,  p u b l i c  u t i l i t i e s ,  and 
r a i l r o a d s .  A f t e r  1966, c o n s t r u c t i o n ,  f i n a n c e ,  i n s u r a n c e ,  r e a l  e s ­
t a t e  and s e r v i c e s  sometimes used e s c a l a t i o n  c l a u s e s .
A c h a r t  on page 127 shows th e  ebb and f low o f  e s c a l a t i o n  s i n c e
1947. As th e  c h a r t  i n d i c a t e s ,  coverage fo l lowed  sh a rp  p r i c e  changes .  
P a r t i e s  u s u a l l y  w a i ted  f o r  c o n t r a c t s  to  e x p i re  b e f o r e  d ropp ing  e s c a l a ­
t i o n ,  so a l a g  f e l l  between p r i c e  dec re ase s  and d i s c o n t i n u e d  e s c a l a t o r  
79coverage .
I f  i n f l a t i o n  s p u r r e d  e s c a l a t i o n  in th e  Korean War, p r i c e
s t a b i l i t y  d ism an t led  many e s c a l a t o r  compacts by 1955. R a i l ro a d
80unions with  more than one m i l l i o n  workers r e s c in d e d  them.
Sometimes more a t t r a c t i v e  b e n e f i t s  geared  t o  economic c o n d i ­
t i o n s  lu r e d  workers away from e s c a l a t i o n .  The 1960 r e c e s s i o n  found 
one m i l l i o n  e l e c t r i c a l  equipment and r a i l r o a d  workers  e a g e r  t o  drop 





c o n t r a c t s  
( m i l l i o n s )
Number covered 
by e s c a l a t i o n  
on January  1 
( m i l l i o n s )
P e rc e n t  covered 
by e s c a l a t i o n
P e rc e n t  
i n c r e a s e  in 
CPI ' s
1947 NA NA NA 8.9
1948 NA 0.25 NA 2.7
1949 NA NA NA - 1 . 8
1950 NA .86 NA 5 . 8
1951 NA 3.06 NA 5 .9
1952 NA 3 . 5 C NA .9
1953 NA ^ NA NA .6
1954 7.5d NA NA -  .5
1955 7.5d 1.7 23 .4
1956 7.75d NA NA 2 .9
1957 7.8d 3.5 45 3.0
1958 8 .0 4 .0 50 1 .8
1959 8 .0 4 .0 50 1.5
1960 8 .1 4 .0 49 1.5
1961 8.1 2 . 5 - 2 . 8 31-35 .7
1962 8 .0 2 .5 31 1.2
1963 7 .8 1.85 24 1.6
1964 7 .8 2 .0 26 1.2
1965 7.9 2 .0 25 1.9
1966 10.0 2 .0 20 3 .4
1967 10.6 2 .2 21 3 .0
1968 10.6 2.46 23 4 .7
1969 10.8 2.66 25 6 .1
1970 10.8 2 . 8 26 5 .5
1971 10.6 3 .0 28 3.4
1972 10.4 4 .3 41 3 .4
1973 10.56 4 .16 39e 8 .8
1974 10.56 4 . 0 ( 4 . 5 ) 6 38(45)6 “
a )C o n t ra c t s  cover ing  1,000 workers o r  more. P r i o r  t o  1966,  t h e  con­
s t r u c t i o n ,  s e r v i c e ,  f i n a n c e ,  i n s u r a n c e ,  and r e a l  e s t a t e  i n d u s t r i e s  
were exc luded .  Government employees ( i n c l u d i n g  U.S. P os ta l  S e rv ice )  
a r e  excluded f o r  a l l  y e a r s .  The 600,000 p o s t a l  workers  have been 
covered by an e s c a l a t o r  c l a u s e  s i n c e  1972.
b)December t o  December i n c r e a s e  in  Consumer P r i c e  Index.
c)September f i g u r e s .
d )E s t im a ted .
e ) P r e l i m i n a r y .  Amended by updated f i g u r e s  in "Cost o f  L iv ing  Clauses 
Gain Favor in  C o n t r a c t s , "  New York Times , J u ly  28 ,  1974.
128
In 1961, GM, Ford and C h ry s le r  Corpo ra t ions  h in t e d  they might
end e s c a l a t i o n ,  b u t  none a c t u a l l y  d id .  A D e t r o i t  survey  showed t h a t
f i f t y - t w o  c i t y  companies wanted to  s to p  e s c a l a t i o n  because they con-
81s i d e r e d  i t  i n f l a t i o n a r y .  The auto companies e v i d e n t l y  wanted t o
g r a n t  on ly  i n c r e a s e s  t h a t  would no t  n e c e s s i t a t e  c a r  p r i c e  bo o s t s .
Reuther  fou g h t  to  r e t a i n  AIF 's  and COLA's bu t  d id  n o t  expec t  t o  win
82a l l  f r i n g e  b e n e f i t  demands. General Motors wanted a c e i l i n g  on 
COLA's and hoped t o  n e g o t i a t e  annual r a t h e r  than  q u a r t e r l y  ad jus tment  
o f  COLA's, b u t  won n e i t h e r  in 1961.®^
The 1960' s  produced the  f i r s t  major c e i l i n g s  on COLA's. A
1960 b a s i c  s t e e l  i n d u s t ry  s e t t l e m e n t  promised COLA in c re a s e s  o f  no
more than  3 c e n t s  hou r ly .  Such "caps" were n o t  p r e v a l e n t  u n t i l  1970, 
when 70 p e r c e n t  o f  a l l  e s c a l a t o r  c l a u s e s  used them. The number de­
c l i n e d  t o  25 p e r c e n t  in J a n u a ry ,  1974. Often companies with  e s c a l a ­
t i o n  c e i l i n g s  used f l o o r s .  In p r a c t i c e ,  f l o o r s  seldom s e t  wage l i m i t s  
as c e i l i n g s  d i d ,  because p r i c e s  more o f t e n  r o s e  than d e c l in e d ,  how­
ev e r .  Between 1967-1970 GM and th e  UAW agreed  t o  caps and f l o o r s ,  as 
well as  a n n u a l ,  r a t h e r  than q u a r t e r l y  COLA ad ju s tm e n t .  The 1967 p a c t
s e t  a 3 c e n t  minimum and an 8 cen t  maximum COLA. In 1969, t h i s  changed
to a 6 c e n t  minimum and 8 c e n t  maximum. Workers in 1969 rece ived  th e  
maximum b u t  a 26 ce n t  s p i l l o v e r  t h a t  evaded them because o f  the  con­
t r a c t  te rms l a t e r  came to  them in th e  1970 agreement.
I n d u s t r i e s  w i th  e s c a l a t i o n  c e i l i n g s  and f l o o r s  a l s o  t r i e d  l e s s
f r e q u e n t  reviews o f  and ad jus tment  f o r  c o s t  o f  l i v i n g  changes. They 
moved from q u a r t e r l y  t o  semi-annual  to  annual rev iews.  During 1969 
to  1970,  annual reviews a p p l i e d  to  75 p e r c e n t  o f  a l l  e s c a l a t e d  work-
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e r s ,  compared with 25 percent in 1966. A return to the 25 percent 
coverage by annual review appeared in 1974,  possib ly  because auto­
mobile industry settlem ents begun in 1970 used quarterly assessments 
for COLA'S.**
Some people on f ix e d  incomes even won e s c a l a t i o n ,  t o  p r o t e c t  
t h e i r  l i v i n g  s t a n d a r d .  A u s t r a l i a n  lawyers i n t ro d u c e d  l e g i s l a t i o n  by 
which al imony was a d j u s t e d  t o  meet r i s i n g  l i v i n g  c o s t s .  The Swedes 
i s s u e d  t h e  f i r s t  " c o s t - o f - l i v i n g  bonds ."  A s e m i -p u b l i c  c o - o p e r a t i v e  
o f f e r e d  twenty y e a r ,  3 p e r c e n t  bonds worth about  $19 m i l l i o n  t o  be 
pa id  acco rd ing  t o  t h e  c o s t  o f  l i v i n g  a t  m a t u r i t y .  Bondholders r e ­
ce ived  as much as $150 f o r  every  $100 i n v e s t e d ,  p lu s  i n t e r e s t ,  b u t  a
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f l o o r  p reven ted  any l o s s  o f  i n v e s t e d  money.
E s c a l a t i o n  p r o t e c t e d  some r e t i r e m e n t  b e n e f i t s .  Under 1965 
l e g i s l a t i o n ,  f e d e r a l  w h i te  c o l l a r  employees and m i l i t a r y  personnel  
had a n n u i t i e s  a u t o m a t i c a l l y  a d j u s t e d  whenever t h e  index  i n c r e a s e d  3 
p e r c e n t .  A J u l y ,  1972 amendment t o  th e  Soc ia l  S e c u r i t y  Act began 
s i m i l a r  ad ju s tm en t  o f  b e n e f i t s  than  came in J u n e ,  1 9 7 5 . The same 
p r o t e c t i o n  covered  more than t h i r t e e n  m i l l i o n  f e d e r a l  food stamp p ro ­
gram p a r t i c i p a n t s  in 1974. Some form o f  e s c a l a t i o n  reached  o v e r  f i v e  
m i l l i o n  workers under  c o n t r a c t  and f o r t y - f i v e  m i l l i o n  o t h e r  Americans 
by 1975.87
Everyone s t r u g g l e d  to  ou tpace  i n f l a t i o n  as p r i c e s  ro se  10 
p e r c e n t  between 1973 and 1974. P r o d u c t i v i t y  plunged 5 p e r c e n t  in 
t h e  f i r s t  q u a r t e r  o f  1974, th e  s t e e p e s t  d e c l i n e  s i n c e  1947. The U.S. 
government l i f t e d  p r i c e  and wage r e s t r a i n t s ,  and s t r i k e s  fo l lowed
OO
b a rg a in in g  s t a l e m a t e s .
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General Motors and th e  UAW m ain ta ined  th e  fo rm u la ,  a f t e r  a 
q u a r t e r  c e n tu ry  o f  use and m o d i f i c a t i o n .  UAW Vice P r e s i d e n t  Douglas 
F r a s e r  c a l l e d  i t  a " p r o t e c t i o n  t h e  UAW would n ever  s u r r e n d e r ,  be­
cause  t h e r e  a r e  too  many i n f l a t i o n a r y  fo r c e s  a t  work over  which th e  
UAW has no c o n t r o l . "  Otherwise t h e  union p r e f e r r e d  c o n t ro l e d
o n
p r i c e s  w i th o u t  COLA's. Knowingly o r  n o t ,  F r a s e r  r e p e a t e d  W al te r  
R e u t h e r ' s  1948 v iew poin t .
W i l s o n ' s  ph i losophy  l o s t  some f a v o r  from among GM e x e c u t iv e s  
when they  recogn ized  cl imbing  " f r i n g e "  b e n e f i t  c o s t s ,  which d id  no t  
e x i s t  in 1948 when Wilson co n s id e re d  wages a lo n e .  In 1967,  th e  con­
t r a c t s  l i m i t e d  COLA b u t  th e  1970 GM-UAW c o n t r a c t  r e s t o r e d  an u n l i m i t ­
ed form. In s p i t e  o f  b e n e f i t  c o s t  i n c r e a s e s ,  GM co n t in u ed  t h e  c o s t
o f  l i v i n g  and annual improvement f a c t o r  I n c r e a s e s  o f  t h e  1948 pack-
90age as a means o f  promoting l a b o r  peace.
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CHAPTER VI 
MEANING
What d id  a l l  o f  t h e  f o l l o w i n g  have in  common? Leon Tro tsky  
i n  h i s  t r a n s i t i o n a l  program from c a p i t a l i s m  t o  s o c i a l i s m ?  The Fed­
e r a l  Government in t h e  " L i t t l e  S t e e l  Formula?" Five F l i n t ,  Michigan 
UAW Local Union P r e s i d e n t s  who ch a l l e n g e d  W al te r  Reu ther? W al te r  
Reuther  in  l a t e r  y e a r s ?  E ar ly  GM P r e s i d e n t  A l f r e d  P. S loan?  And 
"What 's  Good f o r  General  Motors" 1940 ' s  P r e s i d e n t  C har le s  E. Wilson?^
All  rece ived  o r  took c r e d i t  f o r  o r i g i n a t i n g  some form o f  wage 
e s c a l a t i o n .  Char les  E. W i lson ,  more than t h e  o t h e r s ,  r e s t e d  h i s  r e ­
p u t a t i o n  on i t ,  and defended i t  d u r in g  a d v e r s i t y .  Wilson p robab ly  
knew many p re c e d e n t s .  Cost  o f  l i v i n g  (COL) d a t a  a f f e c t e d  t h e  1902 
A n t h r a c i t e  Coal S t r i k e  S e t t l e m e n t .  F rede r ic k  W. T a y l o r ,  t h e  " s c i e n ­
t i f i c  management genius"  t h o u g h t  COL wage ad ju s tm e n t  would p r e v e n t  
union o r g a n i z a t i o n .  The development o f  the  Bureau o f  Labor S t a t i s t ­
i c s  d u r in g  World War I s p u r r e d  a 1920' s  i n t e r e s t  in  u s ing  COL d a t a  
u n t i l  p r i c e s  dropped from t h e i r  peaks in t h a t  decade .  The d a t a  
e s p e c i a l l y  in f lu e n c e d  government a r b i t r a t e d  s e t t l e m e n t s .
By th e  l a t e  1920 ' s  workers  s t r e s s e d  b ro a d e r  wage c o n s i d e r a ­
t i o n s ,  because  they  f e a r e d  t h a t  COL s e t t l e m e n t s  might  f r e e z e  r e a l  
wages.  World War I I  d e fe n s e  programs a c c e l e r a t e d  l i v i n g  c o s t s ,  and 
numerous c o n t r a c t s  inc luded  re -o p e n in g  c l a u s e s  t o  a l low wage a d j u s t ­
ment a c c o rd in g  to  i n c re a s e d  l i v i n g  c o s t s .  In O c tober ,  1942,  t h e  
N ational  War Labor Board dec re ed  such c l a u s e s  i l l e g a l  i f  e s c a l a t e d
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wages exceeded 15 p e r c e n t  o f  average  s t r a i g h t  t ime h o u r ly  r a t e s
p r e v a l e n t  on January  1,  1941. L a t e r ,  th e  War Labor Board ve toed
an American F e d e ra t io n  o f  Labor a t t e m p t  to  ex tend  th e  e s c a l a t i o n
c e i l i n g  to  22 p e r c e n t .  Most wage r e -open ing  c l a u s e s  based on COL
2
c o n s i d e r a t i o n s  dw ind led .
A few small  s c a l e  o r  impermanent e s c a l a t i o n  exper im en ts  oc­
c u r r e d  a t  a S i n c l a i r  Oil Company f a c i l i t y  and among M assachuse t t s  
shoe m anufac tu re r s  in  1946, and in  1947,  in I n t e r n a t i o n a l  Shoe Com­
pany C o n t ra c t s  and a t  a s h a t t e r p r o o f  g l a s s  company. None o f  t h e se  
au tom at ic  COL wage ad ju s tm en t  c o n t r a c t s  inc luded  annual improvement
O
f a c t o r s  and none s u r v iv e d  as t h e  GM-UAW model d id .
Some c o u n t r i e s  exper imented  w i th  e s c a l a t i o n .  C h i l e ,  in  1928, 
i n c r e a s e d  wages a t  t h e  s t a r t  o f  each y e a r  by a p e r c e n ta g e  equa l  to  
t h e  p rev ious  y e a r ' s  COL i n c r e a s e .  The c o u n t r y ' s  wages i n c r e a s e d  
8 ,254  p e r c e n t  i n  twenty  y e a r s ,  so C h i le  i n i t i a t e d  t a x  r e fo rm ,  r e ­
duced government spend ing  and c u t  e s c a l a t i o n ' s  pace in  h a l f .  Aus­
t r a l i a n  f e d e r a l  wage awards ended in  1953 when government o f f i c i a l s  
t h o u g h t  they  exceeded  a n t i c i p a t e d  p r o d u c t i v i t y  g a i n s .  Most f o r e ig n  
e s c a l a t i o n  programs r e q u i r e d  a much l a r g e r  su rge  o f  l i v i n g  c o s t s  
b e f o r e  a c t i v a t i o n . ^
Wilson ,  in  1941,  must have known t h a t  as e a r l y  as 1935, GM's 
A l f r e d  P. Sloan c o n s id e re d  ty i n g  wages t o  l i v i n g  c o s t  changes.  In 
t h e  e a r l y  y e a r s  GM o f f i c i a l s  th o u g h t  they  might  use the  BLS index 
f o r  i n d i v id u a l  c i t i e s ,  r a t h e r  than th e  n a t i o n .  General Motors had 
p l a n t s  in  tw elve  o f  t h e  t h i r t y - t w o  c i t i e s  f o r  which th e  BLS pub­
l i s h e d  f i g u r e s .  Some p l a n t s  were in  c i t i e s  w i th o u t  e x i s t i n g  COL
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in dexes .  This d i f f i c u l t y ,  p lus  th e  r e l a t i v e  s t a b i l i t y  o f  consumer
c
p r i c e s  between 1935-1940,  d i scou rage d  th e  p r o j e c t .
By 1941, t h e  d e fense  program s t i m u l a t e d  sharp  p r i c e  i n c r e a s e s .  
Th is  r e a l i t y  p robab ly  urged newly e l e c t e d  GM P r e s id e n t  Wilson t o  r e ­
c o n s id e r  wage e s c a l a t i o n .  " I t  was a k e t t l e  on the  back o f  t h e  s to v e .  
Now, he pu t  i t  on t h e  f r o n t  b u r n e r , "  Andrew Court remembered.® Gov­
ernment wart ime p o l i c i e s  and some GM o f f i c i a l ' s  h e s i t a t i o n  de layed  
p r e s e n t a t i o n  o f  t h e  p r i n c i p l e s .
A f te r  World War I I ,  t h e  UAW tu rned  th e  h e a t  on GM. I t  sought  
r e a l  wage i n c r e a s e s ,  n o t  c o n s t a n t l y  undermined by p r i c e  i n c r e a s e s .  
Most UAW o f f i c i a l s  d i s t r u s t e d  e s c a l a t i o n  because  i t  might  f r e e z e  
wages. GM s u r p r i s e d  th e  union men in 1948 w i th  t h e i r  gene ra l  p ro ­
posal  and s p e c i f i c  fo rmula ,  b u t  most UAW n e g o t i a t o r s  b e l i e v e d  t h e i r  
prodd ing helped  prompt th e  GM o f f e r .  Few, i f  any ,  though t  GM t r i e d  
t o  " s t e a l  UAW thunde r"  when the y  o f f e r e d  a package o f  such obvious  
b e n e f i t  t o  th e  worker .
UAW n e g o t i a t o r s  L iv in g s to n  and P a t t e r s o n  viewed GM's proposal  
as  a coun te rp roposa l  t o  UAW wage demands.^ Union documents,  p r e ­
s e n t e d  in  t h i s  n e g o t i a t i o n ,  p o in t e d  o u t  t h a t  workers s u f f e r e d  when 
t h e i r  wages lagged  behind l i v i n g  c o s t s ;  t h a t  they were e n t i t l e d  to  
a s h a re  in  th e  n a t i o n ' s  p r o g r e s s ;  and t h a t  th e y  deserved  a b ig g e r  
s h a re  o f  th e  U. S. income p ie .®  V ic t o r  Reuther  though t  W al te r  
s u b t l y  cha l lenged  Wilson to  come f o r t h  w i th  s o l u t i o n s ,  and he won. 
"Wal ter  would r a i s e  t h e  demand b u t  would n e v e r  couch i t  in  a l l  o f  
i t s  s p e c i f i c  d e t a i l s  l e s t  Wilson would have no freedom o f  movement,"
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V ic t o r  cl a im ed.  "Wilson had a very  s i g n i f i c a n t  r o l e  in coming f o r ­
ward w i th  a s p e c i f i c  fo rm ula ,  b u t  W al te r  conce ived  and dramatized  
the  need and i n d i c a t e d  t h a t  t h i s  was something t h a t  had to  be d e a l t  
w i th  th rough  th e  c o l l e c t i v e  b a rg a i n in g  mechanism.
L arge r  h i s t o r i c a l  f o r c e s  than  one man's i n g e n u i ty  shaped the  
e s c a l a t i o n ,  p r o d u c t i v i t y ,  long term wage d e t e r m in a t io n  package ,  un­
t i l  i t  emerged in i t s  most i n f l u e n t i a l  form between th e  l a r g e s t  
m anufac tu r ing  company and l a r g e s t  i n d u s t r i a l  union in t h e  U .S . ,  and 
became a n a t io n a l  g u i d e l i n e  du r in g  th e  Korean War.
"We th in k  we have s t a r t e d  something new," announced GM b a r ­
g a i n e r  Harry Anderson,  " I t  was a s e t t l e m e n t  reached  by good,  o ld -  
f a s h io n e d  c o l l e c t i v e  b a r g a i n i n g . I t  was something o l d ,  something 
new and something borrowed about  which B a r ro n ' s  r e p o r t e r s  raved:  " I t
had abou t  i t  t h e  m agn if icence  and l a rg e n e s s  unknown to  employer-  
employee r e l a t i o n s  s in c e  t h e  g r e a t  Sit-Down s t r i k e s  o f  1936."^^
Like  th e  1936 s t r i k e s ,  t h e  1948 c o n t r a c t  proved an h i s t o r i c a l  w a te r ­
shed.
General Motors p ione e red  a majo r  l a b o r  r e l a t i o n s  p roposa l .  
"Normally ,  one had always s o r t  o f  looked t o  Ford,  and maybe Chrys le r  
f o r  t h e s e  kind o f  i n n o v a t io n s .  General Motors d id  n o t  l i k e  to  do 
p i o n e e r i n g , "  V ic t o r  Reuther  ju dged .  " I t  was much e a s i e r  f o r  the  UAW 
t o  p i o n e e r  w i th  a s i n g l e  fam i ly  f i rm  l i k e  Ford than to  deal  with  a
l o t  o f  Wall S t r e e t  bankers and f i n a n c i e r s .  But I t h i n k  t h i s  e x p e r i -
12ence  w i th  General  Motors was a very  u se fu l  o n e . "  The UAW c h a r a c t e r ­
i s t i c a l l y  approached GM f i r s t  when the y  wanted h ig h e r  wages,  and 
o t h e r s  f i r s t  t o  win p r i n c i p l e s ,  claimed D e t r o i t  Free P ress  automotive
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13w r i t e r  Tom Kleene.  In 1948,  the  UAW went f o r  wages bu t  won mainly  
p r i n c i p l e s  from GM. In 1948,  General Motors a l s o  s t o l e  some l im e­
l i g h t  from U.S. S t e e l ,  t h e  p rev ious  heavy in d u s t r y  wage p a t t e r n  
s e t t e r .
For the  f i r s t  t i m e ,  e s c a l a t i o n  and p r o d u c t i v i t y  f i g u r e s  were 
combined to  o f f s e t  union f e a r s  t h a t  e s c a l a t i o n  a lone  might  f r e e z e  
r ea l  wage l e v e l s .  A s u b t l e  ba lance  o f  t h e  two p r i n c i p l e s  probab ly  
r e l i e v e d  management a p p reh e n s io n s ,  t o o .  Under e s c a l a t i o n  a l o n e ,  
workers might slow down t h e i r  p roduc t ion  t o  reduce q u a n t i t i e s ,  r a i s e  
p r i c e s  and r a i s e  t h e i r  wages.  As s e l f  d e f e a t i n g  and u n l i k e ly  as t h a t  
seemed, the  idea  o f  g iv in g  annual i n c r e a s e s  based on p r o d u c t i v i t y ,  
o r  o u tp u t  per  man hou r ,  tended  to c o u n t e r a c t  e s c a l a t i o n ' s  p o s s i b l e  
psycho log ica l  drag .
To some GM n e g o t i a t o r s ,  the  UAW's open accep tance  o f  t e ch n o ­
l o g i c a l  p rogress  marked a s t r i k i n g  new d i r e c t i o n  from t h e i r  former  
co n v i c t i o n  t h a t  "machines ta k e  the  bread  o u t  o f  w orke rs '  mouths."
The agreement on p r o d u c t i v i t y  went as fo l l o w s :
The annual improvement f a c t o r  p rov ided  h e re in  
recognizes  t h a t  a co n t in u in g  improvement in  the  s t a n ­
dard o f  l i v i n g  o f  employees depends upon t e c h n o lo g ic a l  
p r o g r e s s ,  b e t t e r  t o o l s ,  methods ,  p ro c e s s e s  and equ ip ­
ment and a c o o p e r a t i v e  a t t i t u d e  on th e  p a r t  o f  a l l  
p a r t i e s  in such p r o g r e s s .  I t  f u r t h e r  recogn izes  t h a t  
to  produce more with  th e  same amount o f  human e f f o r t  
i s  a sound economic and s o c i a l  o b j e c t i v e .
Before promising advance y e a r l y  wage i n c r e a s e s ,  GM wanted workers to
unders tand  how v i t a l  economic growth was t o  t h e i r  w e l l -b e in g .  Such
p ro g re s s  might be d i s s i p a t e d  through s t r i k e s ,  work r e s t r i c t i o n s ,
f e a t h e r b e d d in g ,  a b s en te e i s m ,  and a r t i f i c i a l l y  s h o r t  work weeks.
Although UAW members l a t e r  complained about  t e c h n o lo g ic a l  o b s o le s -
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ence ,  they proved w i l l i n g  in  1948, n o t  t o  impede bu t  t o  acc ep t  
changes along t h a t  l i n e .  The p r o d u c t i v i t y  f a c t o r  caught  on most 
in i n d u s t r i e s  w i th  high t e c h n o lo g ic a l  p r o g r e s s . S l o w  p r o d u c t i v ­
i t y  i n d u s t r i e s  t r i e d  t o  t i e  wages t o  g en e ra l  economic r a t e s ,  while 
above average p r o d u c t i v i t y  workers t r i e d  t o  base  wage i n c r e a s e s  on 
i n d u s t r y  o r  company o u tp u t  p e r  man hour f i g u r e s . W h e n  th e  UAW 
sought  g r e a t e r  than average  p r o d u c t i v i t y  g a i n s ,  t h e  l a t e  P r e s i d e n t  
John F. Kennedy responded :  "No f i n a n c i a l  s l e i g h t  o f  hand can r a i s e
r ea l  wages and p r o f i t s  f a s t e r  than p r o d u c t i v i t y  w i th o u t  d e f e a t i n g
18t h e i r  own purpose th rough i n f l a t i o n . "
The 1948 package f i r s t  i n s p i r e d  change from annual t o  m u l t i ­
y e a r  c o n t r a c t s .  Only t h i s  f e a t u r e  sp read  u n t i l  t h e  Korean War, when 
i n f l a t i o n  soa red  and e s c a l a t i o n  a lone  (w i th o u t  p r o d u c t i v i t y  f a c t o r s )  
gained p o p u l a r i t y .  A f t e r  1955,  im p o r tan t  i n d u s t r i e s  began t o  adopt
a l l  t h r e e  p r i n c i p l e s  and in t ro d u c e  what Brookings  I n s t i t u t i o n  econ-
19
omis t  Joseph Garbar ino  c a l l e d  "The Age o f  E s c a l a t i o n . "
The 1948 agreement s t r e s s e d  an e n t i r e l y  new method o f  wage
d e t e r m in a t io n .  I t  s i d e t r a c k e d  c o n s i d e r a b l y  R e u t h e r ' s  " a b i l i t y  t o
pay" arguments ,  s t r o n g l y  p u b l i c i z e d  s i n c e  1945-1946. N eg o t i a to r s
t a l k e d  l e s s  o f  p r i c e s  and p r o f i t s  in  s u b se q u en t  n e g o t i a t i o n s ,  and
t h i s  gave management more o f  a s en se  o f  f i x e d  a u t h o r i t y .  This  com-
20pensa ted  f o r  t h e  union s e c u r i t y  UAW members gained in  1950.
The COLA-AIF formula overshadowed supp ly  and demand bases  
f o r  wage d e t e r m in a t io n  which John L. Lewis r e v i l e d  in 1936, when he 
accused GM and Ford o f  d e a l in g  w i th  l a b o r  " r u t h l e s s l y ,  as  a commod­
i t y  o r  an a r t i c l e  o f  commerce. . . . Wages have been s e t  accord ing
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t o  the  law o f  supp ly  and demand w i th o u t  rega rd  to  human s t a n d a rd s  
? 1o f  l i v i n g . '  P rev ious  COL wage d e t e r m in a t io n  d i f f e r e d  from th e  
1948 v e r s io n .  In the  e a r l y  19th c e n tu ry  a d j u s t i n g  wages t o  a c o s t  
o f  l i v i n g  im pl ied  ba re  s u b s i s t e n c e  acc o rd ing  t o  th e  " i ro n  law o f  
wages.
GM b a r g a i n e r s  expec ted  s t r i k e s ,  s t r i k e  t h r e a t s  and government 
i n t e r v e n t i o n  t o  s u b s id e  as wage d e t e r m in a t io n  p r e s s u r e s .  When the  
government d id  s t e p  in  du r in g  th e  Korean War, i t  n o t  only  al lowed 
GM and the  UAW to  co n t in u e  t h e i r  p a t t e r n ,  b u t  endorsed  i t  as  n a t i o n a l  
p o l i  c y .
For th e  f i r s t  t i m e ,  UAW members s igned  an agreement t h a t  cou ld  
reduce wages as well  as i n c r e a s e  them. Workers now looked away from 
lo c a l  c o n d i t io n s  t o  t h e  whole economy and government indexes  f o r  
t h e i r  wages. Such a wage agreement  was p o s s i b l e  because  both p a r ­
t i e s  knew more about  and t r u s t e d  government s t a t i s t i c s .  Ra the r  than 
prompting f e a r s  o f  p o s s i b l e  wage c u t s ,  th e  agreement s o l i d i f i e d
worker e x p e c t a t i o n s  o f  annual wage i n c r e a s e s .  N o n -e s ca la t ed  as well
23as e s c a l a t e d  workers  l e a rn e d  t o  e x p e c t  such y e a r l y  r a i s e s .
Most s i g n i f i c a n t ,  t h e  1948 c o n t r a c t  and i t s  1950 fo l low  up 
s i g n a l l e d  U.S. labor-management m a t u r i t y  and mutual a c c e p ta n c e .  The 
Reuther led  UAW appeared  more u n i f i e d ,  l e s s  u n r u ly ,  and more t r u s t ­
worthy to  GM. General  Motors and much o f  management in  genera l  be­
gan t o  concede union permanence.  The au to  company he ld  on to  coveted  
manageria l  r e s p o n s i b i l i t i e s - - t h e  r i g h t  to  h i r e ,  f i r e ,  and keep com­
pany books p r i v a t e ,  bu t  in 1950 th e  UAW gained  more s e c u re  membership 
p r a c t i c e s .  Both p a r t i e s  confirmed more deep roo ted  f a i t h  in  c o l l e c t i v e
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b a rg a in in g  s o l u t i o n s  t o  t h e i r  c o n f l i c t s .
Communist George Morr is  s a i d  t h a t  GM in 1948 d iv id ed  l a b o r
24unions and p reven ted  t h e i r  u n i t e d  s t r u g g l e ,  w h i le  some i n d u s t r i a l ­
i s t s  accused GM o f  ending  "no t h i r d  round pay in c r e a s e "  u n i ty  among 
businessmen.
As with  F o r d ' s  $5 a day wage o f f e r  in 1914, th e  GM o f f e r  was 
seen as both a means f o r  th e  company to  win worker l o y a l t y  and g ive  
him enough money t o  buy company p roduc ts .  In th e  Ford example,  th e  
wage brought workers  i n t o  a more d i s c i p l i n e d  fam i ly  company, w i th  the  
p a t r i a r c h  Henry Ford watch ing  ove r  th e  p r i v a t e  l i v e s  o f  workers and 
rewarding them f o r  good conduct .  In 1948, GM and th e  UAW co -o p e ra t e d  
more f r u i t f u l l y  around  b e t t e r  unders tood  r u l e s  o f  c o l l e c t i v e  b a r ­
g a i n in g .^ ^
Some o b s e r v e r s  t h o u g h t  GM and the  UAW go t  too  c l o s e  f o r  econ­
omic comfor t  d u r in g  t h e s e  y e a r s .  Fortune magazine wrote  o f  W i l so n 's  
widely  pub l i shed  l e t t e r  e x p l a i n i n g  h i s  economic th in k in g  on th e  con­
t r a c t :  "Except f o r  one o r  two s e n t e n c e s ,  the  m iss iv e  could e a s i l y
have been composed in th e  U.A.W. re s e a rc h  depar tment a t  b a rg a in in g  
time."^®
Dynamic l e a d e r s  Wilson and Reuther moved GM and th e  UAW 
c l o s e r  t o g e t h e r .  Reu ther  r e s p e c t e d  W i lson 's  p r a c t i c a l  humaneness 
as Wilson admired R e u t h e r ' s  d i s c i p l i n e  and c o n t r a c t u a l  hones ty .  Both 
c o l o r f u l  p e r s o n a l i t i e s ,  good speakers  and idea  men, they deve loped
27what t h e i r  c on tem pora r i e s  d e s c r ib e d  as " i n d u s t r i a l  s t a t e s m a n s h ip , "  
a new diplomacy and r e a l i s m  r e p l a c in g  former b i t t e r  b a t t l e s .
Veteran l a b o r  r e p o r t e r  Jack  C r e l l i n  b e l i e v e d  Wilson deve loped
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s t r o n g  f e e l i n g s  abou t  th e  w o rk e r s ,  h i s  "GM F o lk s , "  as  he c a l l e d  
them. C r e l l i n  judged t h a t  Reu ther  " in d o c t r i n a t e d "  Wilson w i th  so-
28c i a l  consc ience  ideas  a t  t h e  b a rg a in in g  t a b l e  and p u b l i c  h e a r in g s .
I f  Reuther g r e a t l y  in f l u e n c e d  Wilson,  th e  GM P r e s i d e n t  a l s o  knew how 
to  convince more c o n s e r v a t i v e  a s s o c i a t e s  o f  i n e v i t a b l e  p ro g re s s .
When one businessman r e p o r t e d l y  commented "Why l e t  t h e  b u re a u c ra t s  
and l a b o r  bosses  t w i s t  our  arm— l e t ' s  g e t  back t o  Free E n t e r p r i s e , "  
Wilson r e p l i e d  s t e a d f a s t l y ,  "Yes,  I guess y o u ' r e  r i g h t ,  b u t  a f t e r  a l l ,
po
he re  we a re  now." Wilson w i l l i n g l y  worked w i th i n  t h e  r e a l i t i e s  h i s  
e r a  p re sen te d .
Reuther and Wilson wanted to  moderate p o l i t i c a l  extremes in 
t h e i r  t ime.  Reuther  s a i d  he f e a r e d  extreme r e a c t i o n  on the  l e f t  and
r i g h t  working t o g e t h e r  a g a i n s t  t h e  Democratic Middle in world p o l i -
30t i c s .  Wilson hoped th e  1948 agreement would save th e  n a t io n  from
31economic extremism.
The s e t t l e m e n t  a p p a r e n t l y  g r a t i f i e d  th e  p ecun ia ry  i n t e r e s t s  
o f  both p a r t i e s .  General Motors o f f i c i a l s  saw s e c u re  p r o f i t s  and 
more p r e d i c t a b l e  l a b o r  c o s t s  r e s u l t i n g  from u n i n t e r r u p t e d  p roduc t ion  
dur ing  tremendous consumer demand. Previous UAW wage demands s u r ­
passed  t h e i r  ev en tu a l  11 c e n t  ga in  in 1948, b u t  the  11 c e n t s  probably  
appea led  to  UAW n e g o t i a t o r s  because  o t h e r  i n d u s t r i e s  r e fu s e d  wage 
in c r e a s e s  and even in GM t h e r e  was "hold the  l i n e "  wage t a l k .  Too,
o p
no "going annual i n c r e a s e  p a t t e r n "  held sway in 1948.
Wilson concluded t h a t  COLA and AIF " c o -o p e ra ted  with  th e  i n -  
33e v i t a b l e . "  Cost  o f  l i v i n g  i n c r e a s e s  tended t o  prompt wage demands. 
I f  adopted in 1910, th e  formula would have rendered  average  hourly
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wages w i th in  a few c e n t s  o f  e x i s t i n g  wage r a t e s  and avoided much 
f r i c t i o n  and s t r i k e s ,  he concluded ,  and used the  c h a r t  on t h e  f o l ­
lowing page to  back h i s  id e a .^ *
Workers a l s o  h i s t o r i c a l l y  ga ined  average  i n c r e a s e s ,  a d j u s t e d  
t o  l i v i n g  c o s t  d i f f e r e n c e s ,  equal to  average  n a t io n a l  p r o d u c t i v i t y ,  
between 1 - l h  p e r c e n t .  Previous  t o  t h e  1948 c o n t r a c t ,  however, no 
s h o r t  te rm r e l a t i o n s h i p  between changes in p r o d u c t i v i t y  and wage i n -  
c r e a s e s  o r  dec re ase s  e x i s t e d .  Annual wages in c re a s ed  i r r e g u l a r l y .
The UAW and GM grew c l o s e r  in  1948 because  o f  mutual i n t e r e s t s  
and t o  s i d e s t e p  government i n f l u e n c e s  so predominant  in  t h e i r  r e c e n t  
p a s t .  Depression y e a r s  r e c a l l e d  Blue Eag les  and the  Wagner A c t ;  war 
y e a r s ,  the  War Labor Board and th e  War Labor Disputes A ct;  and in 
pos tw ar  y e a r s ,  f a c t  f in d in g  committees and the  T a f t - H a r t l e y  Act .  In 
pos tw ar  America,  P r e s id e n t  Truman used e x e c u t iv e  p r e r o g a t i v e s  to  
cause  t h e  U.S. government to  become t h e  n a t i o n ' s  ( i f  n o t  the  w o r l d ' s )  
l a r g e s t  banker ,  in su rance  company, u t i l i t y  company, warehouse o p e ra ­
t o r ,  shipowner ,  t r u c k  f l e e t  o p e r a t o r ,  l a n d l o r d  and t e n a n t .  Truman 
used remaining dep res s ion  and war l e g i s l a t i o n  t o  make th e  f e d e r a l  gov­
ernment the  n a t i o n ' s  l a r g e s t  owner and o p e r a t o r  o f  dry c l e a n in g  e s ­
t a b l i s h m e n t s ,  b a k e r i e s ,  l i v e s t o c k  fa rm s ,  n u r s e r i e s ,  shoe r e p a i r  s h o p s ,  
and i c e  cream p l a n t s .  I f  the government could become a l a r g e  s c a l e  
p roduce r  o f  rum, f a l s e  t e e t h  and f e r t i l i z e r s ,  why n o t  motor v e h i c l e s ? ^  
N e i the r  GM nor  t h e  UAW th o u g h t  government d e te rm in a t io n  o f  
p r i c e s  o r  wages a p p r o p r i a t e  f o r  p e a c e t im e ,  y e t  i n f l a t i o n  con t inued  
to  t r o u b l e  the  cou n t ry ,  and some government a c t io n  was p o s s i b l e .  La­
bor  r e p o r t e r  Jack C r e l l i n ,  then w i th  t h e  D e t r o i t  Times, s a id  both th e
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UAW and GM were weak because  " they  had gone through a long  pe r iod
w i th  t h e  War Labor Board . . . m a t t e r  o f  f a c t ,  in 1945-46,  they
37were s t i l l  c o n s t a n t l y  runn ing  t o  Washington."  During n e g o t i a ­
t i o n s ,  UAW b a r g a i n e r  J o h n s to n e  bade GM r e p r e s e n t a t i v e s  t o  soo the
l a b o r  r e l a t i o n s  so t h a t  government would n o t  f e e l  compel led t o  i n -
38t e r f e r e .  Both p a r t i e s  spurned  government f a c t  f i n d i n g  committee 
o p in io n s  and o f f e r s  o f  m e d ia t io n  in  1948.
I r o n i c a l l y ,  t h e  p h i lo so p h y  and terms o f  t h e  agreement r evea led  
th e  f e d e r a l  government ' s  im por tance  t o  both p a r t i e s .  GM i n d u s t r i a l  
e n g i n e e r s  s t u d i e d  w hether  o r  n o t  i n d i r e c t  government c o n t r o l  might
s u b v e r t  the  e s c a l a t i o n  a s p e c t ,  because  government buying pro foundly
39i n f l u e n c e d  c o s t  o f  l i v i n g  changes .  The 1948 c o n t r a c t  a l s o  ex tended 
to  workers what p a r i t y  gave t o  f a rm e rs ,  income s e c u r i t y  accord ing  t o  
s t a t i s t i c a l  t o o l s  which t h e  government a d m in i s t e r e d .  The two might 
become in c o m p a t ib le ,  i f  COLA's fo rced  h ig h e r  v e h i c l e  p r i c e s .  For 
example ,  i f  food c o s t s  a c c e l e r a t e  and a r e  pa id  f o r  in COLA's which 
up farm equipment p r i c e s ,  farm p a r i t y  would i n c r e a s e .  Government 
t o o l s  might  work t o g e t h e r  t o  s p u r  u n i n t e n t i o n a l  i n f l a t i o n .
The UAW and GM s e n t  r e p r e s e n t a t i v e s  t o  Washington ,  D.C. to  
c o n s u l t  w i th  BLS o f f i c i a l s .  The 1948 agreement  conceded t h e  need 
f o r  t h r e e  way c o - o p e r a t i o n  and made permanent t h e i r  p r e v io u s  i n ­
volvement w i th  f e d e ra l  a g e n c i e s .
The BLS index became th e  most im p o r ta n t  s i n g l e  government 
s t a t i s t i c .  I t  a f f e c t e d  more paychecks than  any o t h e r . B o t h  
s i d e s  cou ld  no t  have t h e i r  p r iv a c y  and BLS o p e r a t i o n s ,  t o o .  BLS 
Commissioner Ewan Cl ague s a i d  o f  h i s  agency r e s e a r c h e r s :  "We a re
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r i g h t  down in  th e  s t r e e t s ,  in  your  p l a n t s ,  in your  s t o r e s ,  and in 
your  homes. We a r e  s t a t i s t i c i a n s  in work c l o t h e s ,  both b lu e  c o l l a r  
and w h i te  c o l l a r .  . . . "  He c o n g r a t u a l t e d  b u s in e s s  and l a b o r  r e ­
p r e s e n t a t i v e s  in  Research Advisory Counci ls  f o r  c o - o p e r a t i n g  w i th  
th e  government bureau t o  produce s t a t i s t i c s . S o m e t i m e s  l a b o r  o r  
bus ines s  r e p r e s e n t a t i v e s  appea led to  t h e  S e c r e t a r y  o f  Labor o r  the
Budget Bureau t o  o v e r r u l e  th e  BLS on a p o i n t ,  b u t  Clague s a i d  n e i t h e r
42t r i e d  to  s u p re s s  o r  r e s t r i c t  t h e i r  work, and both p a r t i e s  vouched 
f o r  BLS o b j e c t i v i t y  and fo reb ea ra n ce  under p r e s s u r e .  In f a c t ,  both 
p r i v a t e  s e c t o r s  grew more dependent  than  e v e r  on th e  " o b je c t iv e  
r e f e r e e . "
The s e t t l e m e n t  a l so  p a r t i a l l y  passed  th e  i n f l a t i o n  buck to  
government,  as Wilson thought  f e d e r a l  f i n a n c i a l  p o l i c i e s  cou ld  con- 
t r i b u t e  t o  i n f l a t i o n .  GM and th e  UAW probab ly  s id e s te p p e d  govern­
ment i n t e r v e n t i o n  in s t r i k e s  as they s ecu red  g r e a t e r  i n d u s t r i a l  
peace.  The f e d e r a l  government went along w i th  GM-UAW p o l i c y  in  i t s  
Korean War program.
The au to  i n d u s t r y  r e t a i n e d  th e  c o n t r a c t  lo n g e r  than any o t h e r ,  
in s p i t e  o f  changes t h a t  made i t  u n l i k e  t h e  o r i g i n a l .  In 1950,  GM 
added p e n s io n s ,  b e n e f i t s ,  and al lowed  union s e c u r i t y  which th e  c o r ­
p o r a t i o n  e a r l i e r  had cons ide red  unwise.  In 1967,  the  p a r t i e s  en ac ted  
a wage c e i l i n g  which they  t e rm in a ted  in 1970. They e v e n t u a l l y  a p p l i e d  
both AIF and COLA accord ing  t o  a wage range  c h a r t .  The p r o d u c t i v i t y  
p e rce n tag e  in c r e a s e d  and th e  increment f o r  COLA r a i s e s  d e c r e a s e d ,  
both t o  l a b o r ' s  advantage.  Wilson defended th e  c o n t r a c t  even when 
i t s  p r o v i s i o n s  exceeded h i s  o r i g i n a l  wage l i m i t s .
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General  Motors '  p r e s e n t  Labor R e la t ions  Vice P r e s i d e n t ,  GeorgeB, 
Morris,  J r . , concluded tha t  the AIF he lped  in d u s t ry  and l a b o r  a d j u s t  to  
tremendous t e c h n o lo g ic a l  changes and av e r t ed  major l a b o r  u n r e s t .
Wi thout  t h e  AIF,  they could  have "had t r o u b l e  from th o s e  a f f e c t e d  by 
th e  i n t r o d u c t i o n  o f  new t e c h n i q u e s ,  o r  problems a f t e r  we had p u t  new 
te c h n iq u e s  t o  use" from people f e a r f u l  t h a t  t h e i r  jo b s  wo id be a f ­
f e c t e d  by f u t u r e  changes,  Morr is  s a i d . ^ ^
Few wage complaints  spawned s t r i k e s  a f t e r  1948. A s t r i k e  
t h r e a t  perhaps  moved GM to  r e -open  th e  1950 c o n t r a c t  in  1953. There­
a f t e r  c o n t r a c t s  never ex tended  more than t h r e e  y e a r s  w i th  t h e  UAW.
The COLA-AIF package was a c r i t i c a l  i s s u e  in au to  i n d u s t r y  s t r i k e s  
in 1967 and 1970,  bu t  p ro d u c t io n  s t a n d a rd s  and o t h e r  non-economic
45lo c a l  p l a n t  d i s p u t e s  occas ioned  most au tomobile s t r i k e s  a f t e r  1948.
GM's Louis  Sea ton gave t h e  fo rmula  c r e d i t  f o r  th e  i n d u s t r i a l  peace.
GM l o s t  abou t  130 m i l l i o n  man hours  in the  1945-46 s t r i k e s .  In the  
nex t  t e n  y e a r s  they  l o s t  on ly  a b o u t  f o r t y  m i l l i o n  man hours t o  work 
s to p p a g e s .  Not u n t i l  1970 d id  n a t i o n a l  s t r i k e s  rob t h e  i n d u s t r y  of  
as many man hours as t h e  1945-46 s t r i k e  had.^® P r o s p e r i t y  as well 
as  t h e  1948 p r i n c i p l e s  probab ly  f o s t e r e d  i n d u s t r i a l  peace .
To UAW members, th e  fo rm ula  prov ided  income p r o t e c t i o n  bu t  d id  
no t  i n c r e a s e  l a b o r ' s  s h a re  o f  t h e  g ross  n a t io n a l  income, as they  
hoped.  A f t e r  th e  i n i t i a l  s e t t l e m e n t ,  UAW o f f i c i a l s  sough t  GM pro­
d u c t i v i t y  measurements,  which th e y  assumed would exceed t h e  2 .5  p e r ­
c e n t  f o r  which th e  company compensated them. Before t h e y  even p r e ­
s e n te d  t h e  1948 p r i n c i p l e s ,  GM o f f i c i a l s  concluded t h a t  no one could 
a c c u r a t e l y  measure i n d u s t r y  o r  company p r o d u c t i v i t y .  S u p p l i e r s
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o f f e r e d  more workable m a t e r i a l s  and b e t t e r  manufac tu r ing  methods to  
he lp  c r e a t e  b e t t e r  c a r s  in  fewer man hours .  Because i n p u t s  and pro­
d u c t  changed so f r e q u e n t l y ,  s i n g l e  i n d u s t r y  p r o d u c t i v i t y  measurement 
was d i f f i c u l t  o r  im p o ss ib le .  Compensation through s u g g e s t io n  plans  
o r  p a t e n t  r i g h t s  went t o  workers  who c o n t r i b u t e d  i n t e l l e c t u a l l y  to  
h ig h e r  p r o d u c t i v i t y .  Piecework o r  group bonus systems recogn ized  
workers whose s k i l l s  o r  e f f o r t s  in c re a s e d  p r o d u c t i v i t y . ^ ^  The UAW 
a l s o  wanted r e a l  wages t o  advance more r a p i d l y  than p r o d u c t i v i t y ,
t o  c o r r e c t  e x i s t i n g  imbalances between UAW power to  produce and to  
4Rconsume. The 1958 r e q u e s t  met r e j e c t i o n .
L a b o r ' s  "spr ingboard  f o r  p ro g re s s "  b rough t  u n a n t i c i p a t e d  
g a i n s .  The s e t t l e m e n t  he lped  th e  UAW s o l i d i f y  i t s  membership,  and 
in  1949 and 1950,  win pens ions  and improved in s u ran ce  and v aca t ion
p l a n s .  The union s t r e n g th e n e d  i t s  f i n a n c i a l  p o s i t i o n  and aimed f o r
a s e c u r i t y  p rov id ing  s t r i k e  fund .  The UAW a l s o  c ha l lenge d  th e  Team­
s t e r s  power base in  Michigan and United S t a t e s  p o l i t i c s .  V ic to r  
Reu ther  b e l i e v e d  t h a t  t h e  1948 n e g o t i a t i o n s  paved t h e  way f o r  General
Motors '  w i l l i n g n e s s  t o  do some p io n e e r in g  on SUB (Supplemental  Unem-
49ployment B e n e f i t s )  and th e  guaran teed  annual wage. Wilson openly
recogn ized  and joked t h a t  the  UAW now assumed i t  had t o  come up w i th
50
a "new model" every  y e a r ,  j u s t  as  i n d u s t r y  d id .
The c o n t r a c t  wea thered  th e  c r i t i c i s m  " i n f l a t i o n a r y "  more than 
any o t h e r .  Wilson o r i g i n a l l y  s t a t e d  t h a t  th e  c o n t r a c t  would n e i t h e r  
be i n f l a t i o n a r y  nor  d e f l a t i o n a r y  b u t  a s t a b i l i z e r  in  which wage i n ­
c r e a s e s  merely fo l lowed  p r i c e  i n c r e a s e s .  This  accompanied h i s  con­
v i c t i o n  t h a t  p r i c e s  p u l l e d  up wages r a t h e r  than  wages push, up p r i c e s .
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In 1948, a l t e r n a t i v e s  seemed much more i n f l a t i o n a r y  than  t h e  s e t t l e ­
ment. The p r i o r  long s t a n d in g  i n f l a t i o n  held u n p r e d i c t a b l e  p o s s i b i l ­
i t i e s  o f  f u t u r e  f l u c t u a t i o n s .  A f ix e d  wage s c a l e  looked v u ln e ra b le  
t o  d i s s a t i s f a c t i o n  w i th in  months.  P o s s ib le  work s toppages  t h r e a te n e d  
t o  c u r t a i l  p roduc t ion  and ,  in a high demand marke t ,  r a i s e  p r i c e s .  On 
t h e  o t h e r  hand,  c o n t r a c t  a cc ep tan c e  h in t e d  t h a t  GM and t h e  UAW viewed
i n f l a t i o n  as  i n e v i t a b l e ,  t o  be compensated f o r  r a t h e r  than  e l im in a te d .
Perhaps t h i s  d i s p o s i t i o n  d e b i l i t a t e d  b u i l t  in market  means o f  purging
i n f l a t i o n  o r  more c o v e r t  s o l u t i o n s  from any s e c t o r .
The 1948 package would c r e a t e  i n f l a t i o n  under  two p o s s i b l e  
c o n d i t i o n s ,  economis t  Joseph G arbar ino  e v a l u a t e d :  l ) I f  t h e  AIF s p u r ­
red  p r i c e  index  r i s e s ,  o r  2 ) I f  t h e  AIF went w i th in  i n f l a t i o n a r y  bounds 
b u t  p r i c e  index  responded t o  wage s t im u lu s  o u t s i d e  t h e  e s c a l a t e d  sec ­
t o r . C O L A ' S  thw ar ted  i n f l a t i o n  in  o t h e r  s i t u a t i o n s .  When non­
e s c a l a t e d  i n d u s t r i e s  faced  f r e q u e n t  wage r e -open ings  and p r o j e c t e d  
e x c e s s i v e  p r i c e  in c r e a s e s  i n t o  t h e i r  wage s e t t l e m e n t s ,  wage i n c re a s e s  
tended  t o  be more s e l f - r e a l i z i n g  than  i f  they  went up acc o rd ing  to  
CPI in c rem en ts  under e s c a l a t i o n .  The AIF-COLA duo caused  no more 
i n f l a t i o n  than  n e g o t i a t e d  s e t t l e m e n t s  d id  th roughou t  t im e .  Researcher 
Benson S o f f e r  concluded t h a t  th e  GM-UAW formula p reven ted  r ea l  wage 
l e v e l  d e c r e a s e s  dur ing  i n f l a t i o n  and d id  n o t  hold down wages a t  o th e r  
t im e s .
Some government s t a t i s t i c s  uncovered t h a t  th e  formula opera ted  
a ccord ing  t o  W i lson 's  d e s c r i p t i o n - - n e i t h e r  i n f l a t i o n a r y  no r  d e f l a t i o n ­
a r y ,  b u t  s t a b i l i z i n g .  From 1946-1969,  the  average  r e a l  l a b o r  compen-
53
s a t i o n ,  a d j u s t e d  f o r  CPI changes ,  was 2 .7  p e r c e n t  h o u r ly .  Another
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s tudy showed t h a t  between 1966-1975,  wage e s c a l a t i o n  d id  n o t  c r e a t e  
and d id  l i t t l e  to  s u s t a i n  i n f l a t i o n .  The same r e s e a r c h  warned t h a t  
more f r e q u e n t  ad jus tm en ts  and s m a l l e r  CPI inc rements  migh t  make e s ­
c a l a t i o n  i n f l a t i o n a r y . ^ *  The p u b l i c  blamed both p a r t i e s  f o r  i n f l a ­
t i o n .  In 1959,  33 p e r c e n t  blamed employees ,  37 p e r c e n t  blamed employ­
e r s ,  and 30 p e r c e n t  blamed both  o r  were undec ided .
A b u s in e s s  r e s e a r c h e r  w i th  A l b e r t  S i n d l i n g e r ,  A s s o c i a t e s  
found t h a t  wage e s c a l a t e d  workers  expressed  more r e g u l a r  op t imism,  
and s p e n t  more than the y  s a v e d ,  e s p e c i a l l y  when compared w i th  s t o c k ­
ho lders .^® One o f  W i l s o n 's  o r i g i n a l  COLA " s c o u t s , "  Andrew C o u r t ,  con­
tended  t h a t  COLA'S secu red  American o v e r e a t in g  h a b i t s  as  t h e y  p r e ­
vented b e l t  t i g h t e n i n g  in both  sense  o f  th e  word dur ing  i n f l a t i o n .  
Such o v e r e a t i n g  weighs h e a v i l y  on world nour ishment p rob lem s .  Court  
judged.®^ One i ro n y :  ou t  o f  tw enty-seven  major consumer i t e m s ,  the
number o f  f a c t o r y  hours  r e q u i r e d  t o  purchase  them by 1961 d e c re a se d
) s t  a l l  cases  b u t  f o r  th e au tom ob i le . as i n d i c a t e d  in
chart :®®
Item 1948 1961
New c a r 892% h r . 975 h r .
Five-room house 6 ,486 h r . 6,296 h r .
Plane  (N.Y.-Chicago) 322/3 h r . 23% h r .
Loaf  o f  bread 53/4 min. 5% m in .
Q uar t  o f  milk 8% min. 7 min.
Ten l b s .  p o t a to e s 23 min. 17 min.
One l b .  bacon 34 min. 18% m in .
One l b .  chuck r o a s t 28% min. 16 min.
Man's h a i r c u t 55% min. 45 min.
Two packs c i g a r e t t e s 173/4 min. 14 min.
Blue C ross ,one  person 49 min. 2% h r .
E l e c t r i c  r e f r i g e r a t o r 178% h r . 71 h r .
Washing machine 80 h r . 34% h r .
Man's wool s u i t 26 h r . 17 h r .
Man's work shoes 4% h r . 3% h r .
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1948 1961
2% hr. 13/4 hr.
2̂ 5 hr. 13/4 hr.
37 hr. 26 hr.
2ÎS hr. Ik hr.
9 ^ 4 hr. 6h hr.
92^ hr. 51 hr.
Ih hr. 1 hr.
I tem
Lady 's  c o t to n  d re s s  
100 kw-h e l e c t r i c i t y  
Vacuum c l e a n e r  
Lady 's  s h i r t ,  rayon 
Auto t i r e  
Sewing machine 
Man's dungarees
American c a p i t a l i s m  had a l r e a d y  evolved i n t o  i t s  modern form 
by 1948, w i th  obvious  i n d u s t r i a l  c o n c e n t r a t i o n ,  government r e g u l a ­
t i o n  and c o r p o r a t e  manager ia l  g u idance .  World War I I  e x a c e rb a te d  
t h e s e  t e n d e n c i e s ,  and peace time p o l i c i e s  con t inued  t h e  t r e n d s .  The 
c o n t r a c t  a s s u r e d  and s t r e n g t h e n e d  Big Labor and Big B u s i n e s s ,  the reby  
promoting c o l l e c t i v e  and t u r n i n g  away from in d iv id u a l  e f f o r t  in  U.S. 
l i f e .  Now, a government agency had th e  b l e s s in g s  o f  t h e  p r i v a t e  
s e c t o r  as  i t  c a r r i e d  o u t  i t s  permanent  r o l e  in wage d e t e r m i n a t i o n .
I d e a l s  o f  supply  and demand f o r  l a b o r ,  which presumably he ld  
sway in  n i n e t e e n t h  c en tu ry  Amer ica,  gave way t o  c o n s i d e r a t i o n  o f  the  
t o t a l  economy's  e f f e c t  upon worker  purchas ing  power. The new f ig u r e s  
were remote from the  immediate s u c c e s s e s  and f a i l u r e s  o f  t h e  employer 
as wel l  as  t h e  c o e rc iv e  power o f  t h e  union l e a d e r s h i p .
The s e t t l e m e n t  he lped  d im in i s h  the  labor-management a d v e r s i t y  
which t o  some kep t  the  economy dynamic and well b a lan ced .  On the  
o t h e r  hand,  t h e  c l a s s  s t r u g g l e  so n e c e s s a ry  to a Communist Revolu tion 
a l s o  waned. F red e r ic k  Lewis A llen  claimed t h a t  by s h a r in g  p r o d u c t i v ­
i t y  ga in s  th roughou t  th e  economic pyramid ,  t h e  U.S. avo ided  hard  c l a s s
eg
S t r a t i f i c a t io n ,  escaped plutocracy and Communism.
The AIF-COLA package mod i f ied  c a p i t a l i s m  w i th  i t s  more de-
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l i b e r a t e  p la nn ing .  Because i t  emanated from w i th in  t h e  p r i v a t e  
s e c t o r s ,  and n o t  from government,  and because th e  p a r t i e s  can v o l ­
u n t a r i l y  end i t ,  i t  cannot  be co n s id e re d  a s t e p  toward s o c i a l i s m .  
Rather  i t  be longs  w i th  the  much s tu d i e d  a n t i - t r u s t  l e g i s l a t i o n  as 
y e t  a n o t h e r  compromise of  p r a c t i c a l  and humane mot ives  from t r a d i ­
t i o n a l  op p o n en t s ,  who hoped t o  make th e  U.S. i n d u s t r i a l  econotny 
fu n c t i o n  more smoothly.  The p r o s p e r i t y  Americans l i k e  t o  a s s o c i a t e  
w ith  c a p i t a l i s m  in c re a s e d  s t e a d i l y  a f t e r  1948, and th e  BLS index 
recorded  every  d o l l a r  o f  i t .
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